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ABSTRACT ' 

This report discusses the findings of a research 

demonstration project conducted to test the entrepreneur^hip 

programming approach, in which dual program objectives are pursued 
with equal emphasis: (1) training objectives involving the 
emplbyability development of out-of -school disadvantaged youth, and 
(2) enterprise objectives involving the development bf 
self-sufficient small businesses; Under this Federally funded 
prbject, fbur brganizations developed new small businesses where 
these dual objectives would be pursued. The businesses were a network 
of eight autb repair shbps in California and Connecticut (Open 
Road/New Enterprises), a solar hot water heater installation business 
in Phoenix, Arizona tSuhsbl) , a restaurant in Philadelphia, ^ 
Pennsylvania (Beginners tuck), and a novelty boutique store in New 
York City (Synergy ii). Varying emphases were placed on the training 
components, which included hands-on training, classroom instruction, 
arid employability counseling^ Job placemerit assistarice was provided 
at the cbriclusiori of training. An evaluatibri bf the project by 
Public/Private Ventures found that (1) enterprise trainirig did riOt 
increase ybuths' emplbyment prospects either at the end bf the 
prbgram br three br eight months later; and (2) the enterprises were 
not able to pursue, with equal emphasis, training and enterprise 
objectives, it was concluded that entrepreneurship programming in a 
new or fledgling small busiriess is ribt cost effective or otherwise 
viable approach to the empleymerit arid trairiirig of disadvantaged 
youth. (CMG) 
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EXEGUTIVE SUMMARY 

this report discusses the findings of a research demon- 
stration project to test the not ion tha t the employment 
pirbspects of disadvantaged dut-of-school youth could be im- 
proved by trainings them in new or fledgling small businesses 
that received subsidies -for their own development, the 
Youth Entrepreneur ship Initiative was part of a larger 
dembhstratidn conducted by Publ ic/Private Ventures (P/PVJ . 
This report is one in a series of finalr reports on private 
sector - involvement in ybuth employment and training that 
P/PV has prepared for the, U.S. Department of Labor. 

tHE INltlAttVR'-S ENTERPRISES 

For this initiative r the term "youth entrepreneurship" 
is a misribmef^ as youth are not traineci to be entrepreneurs i 
However/ providing training to youth in a' reji buslines s 
environment is one b.f the variants found in general models 
involving entrepreneurship prbgrartimihg . Specifically, this 
report discusses the entrepreneurship prbg ramming approach 
in which dual program bb j ec t i ves ar e pursued With equal 
emphases in small businesses: training objectives involving 
the emplbyability development of disadvantaged young people 
and enterprise bbjectives involving the development of 
self-sufficient businesses. 

Four organizations selected by P/PV developed new small 
businesses where these dual objectives would be pursued* 

__ ^ % _ 

i The Citizen's Policy Center, Inci, 'a not-for-profit 
community development brganizatibn established Open 
Rdad/N-ew Enterprises^ a netWbrJ: _bf ^ight auto repair 
shops located in California and" Connect ijcut . 

• Chicanos Por La Causa^ Inc., a. npt-for-prb£i t 
community development organi zation with e%pet ience in 
conducting ybuth training programs , develoj^ed Sxms^ , 
a solar hbt water heater installation business located 
in Phoenix , Ar i zona . 

• The Restaurant School^ a Pennsylvania licensed, 
for-profit school for restaurahteurs, established 
Beginner ' s Lucfe , a restaurant located in Philadelphia. 
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' •The' EJueational niiatice, Inci, a not-for-profit^ 
social serviees agency, ' jaeyeloped Synergy -ti ; a 
novelty boutique store replicating an earlier and 
successful boutique, both located oh ' New York City s 
lower west side. 

All of these organizations' were to establish their enter- 
prises by attracting additional capital for aeveioprnent; by 
planning production and marketi-ng strategies to sell their 
broductl and servicei; "and by achieving sel f-suf f icienc/ 
through realized business profits during the demonstration 
period. 

Although training was provided to youth in ail enter- 
prises, varying emphases were plajsed on the training com- 
ponents,. The auto repair enterprises in the Open Road/New^^ 
Enterprises network concentrated 'on "hands-on" {on-the-3ob) 
work activities in which youths worked under the supervision 
of a journeyman mechanic. Few training hours were devoted 
to classroom instrubtion at Open Road/New Enterprises At 
the other enterprises in this initiative— Beginner s Luck^^ 
sunsol, and Synergy 11 — the training components empna^si zed 
hands-on work activities plus classroom instruction and 
empioyability counseling. All of the enterprises provided 
job placement assistance to youths at the conclusion o.f 
their trainings 

m TASKS 



The research focused on three major questions: 
o Can training in eittrepreneurship -programs increase the 
\ empioyability of disadvantaged youth? 

• Can enterprises operate with mt'xed training and 
business objectives? 

• Ar© isntrepreneurship programs cost-effective? 

To answer the first question, data wefe collectea^by 
er.til'Prise staff on participants' demographic character is- 
tics, training backgroand and emplbyinent experiences at the 
time of ehrollroent. Outcome data on participants were- also 
compiled to provide indicators of the extent to which parti- 
cipants completed training and entered private sector 3obs, 
s-hools or other training programs. Participants whp were 
enrolled at Beginner's Luck, Synerty II and Sunsol were 
interviewed at th>?ee and eight months after their termina- 
tion from the training programs to provide ifjatcations o t 
program .effects on the empioyability of participant youths 

The second question was- answered by prdcess and cost in- 
formation that documented the development of businesses as 
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well as the tenstson beEweeh brairiirig and profitability 
goals. An analyst^ of the financial records of three 
enterprises - Beginner's Luck ^ Synergy • 11 and Sunsol - was 
undertaken in order to answer this question. 

The third question was addressed through ^a cost- 
effectiveness analysis in which enterprises were ranked 
according to thei r busiriess profitability and tr aihing 
costs. _ Drily Beginner's Luck, Synergy II and Sunsol were 
included in, this cost-effectiveness analysis.* 

The major findings oh ehtrepreneurship prbgramiriirig as an 
employment and training strategy for 6ut-of-school ^ 
disadvantaged youth were: 

• Enterprise training did not increase the empldyment 
prospects of youth either at the time of ,terminatibh 
from the program or at three or eight months after 
program participation. 

• Enterprises were riot able to pursue, with equa.1 
emphasesr trainintg and enterprise objectives. 

• Ehfcerpreneurship programming with the dual objectives . 
of training and ehterpr i se development is riot cost 
effective from either a business or training per- 
spective. 

_ _ _ _ . _ _ _ _ _ . r 

Specific emploiPment- and training findings were: 

I _ _■ _ . _ 

• Less than ^60 percent of ' the ^^participants cojnpleted 
their training • The majority:^ of youths enrolled iri 
youth eritrepreneuf ship programs did not enfc^r private 
sectpj: jobs. At termination, only 33.7 percent of the 
youth iri the initiative had unsubsidi zed jobs. 

J, 9 While ail enterprises demonstrated ^ ari ability to 
provide some skills trairiirig^ they deittbristrated poor 
performance in job development and job placement. 

' • Cost per_ J5lac_ejnent ranged £rom $12,917 at Beginner's 
Luck to $21^233 at Surisbl. 

^ Youth employmeht after participation iri youth entre- 
preneuirship pro.grams was charaeteri ^^d more as 
: transient than stable. 
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specific enterprise findings were: 

i EfiterprisBs encountered dif f icultiei_in establishing 
thim^llves as businesses. Most of ^he problems t^e 
Enterprises experienced were characteristic of small 
businesses including insufficient _capi tali zat^ion for 
development, poor business planning for marketing 
products or services, vacancies and turnoyers^in key 
Staff positions, and extraordinary overhead costs (due 
to training) . ' 

.Enterprises took the maj5r portion of their sub^ 

• cen'tVIJt Period to work 'through then: sta-rt-up and 
general operation problems, and m the process 
Incurred substantial business losses. 

• Sharp conflicts between ertte-rprise objectives and 
training objectives were evident at each enterprise 
for the duration of the initiative. The res.alt of 
these Unresolved cokflicts was that neither of the two 
objectives were achieved. 

• None of/ the e^nterpr i ses vwere in ^ 
Q.»lf-sustaininq at the conclusion of P/PV funding. 
Ill of the eFlht enterprises established in the Open 

.Roid°New Enter^prises network were closed and/or sold 
to resolve debts Incurred during their pperattof^. 
Begi^lAr's Luck, too, has ceased ^^^^^^^-^fnuS 
. • Sunsol and Synergy II made, efforts ^o 

business operatibn, but will require substantial 
subsidies to .do so. 

PleblCY IMPLICATIJ3MS 

P/PVs findings strongly, suggest that :entregreneurship 
programming in a W or fledgling small business ^? f 
liable approach to the employment and training- of disadvan 
taged youth. when saddled «i th the dual _ and . equally emp^^^^ 
sfzld objective.^ of training and profitability, pr^^ 
outcomes were pdor on both objectives. For^ training to 
Succeed in a wly consistent with enterprise .surviva^l and 
levelopment, current models of entrepreneurs^nip progr.^mmxng 
involving youth and small business .should undergo ^ignifi- 
Snt modification before further attempts are made to 
conduct such programs. ^ 
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INTRODUCTION 



since 1978 Public/Private Ventures (P/PV) has been 
conducting a multi-site demonstration for the U.S. Depart- 
ment of Labor's LDOL) Office of Youth Program^s which asses- 
ses a variety of strategies for facilitating the private 
sector placement of oUt-bf-school disadvantaged youth. Pro- 
• gram models in this large demonstration include pre-employ- 
ment services, temporary work experience^ targeted skills 
training, subsidized work ekperienee^ incentives for small 
businesses and entrepreneurship. This report summarizes 
P/P¥'s findings oh youth entrepreneurship. 

DESCPIPTIONP THE^ YOUTH ENTERPRENEURSHIP DEMONSTRATION 



Referred to as the Youth Entrepreneurship Initiative, 
this demonstration was conducted between 1978 and 1981 at 
eight sites across the country. The Youth Entrepreneurship 
initiative ijad two goals: (1) to improve the employment 
prospects of out-of-schbbl , disadvantaged youth and (2) to 
create or fund small businesses specifically designed for 
the employment and training of youth. The underlying^ as- 
sumptions of the inititive are (1) that creating or utili- 
zing hew or existing small businesses would provide a 
better^ "more real" environment for training and (2) that 
• developing ecbnbittically viable businesses as vehicles for 
training could have long-run effects oh ybuth' s . emplbya- 
bility and might create new" jobs 

To carry but the goals of the initiative > p/PV sbught 
. but organizations which could develjjp or had already de- 
veloped a small 'business "^ith employment and training func- 
tions integrated into the normal rble bf prcducing goods or 
services. Four orgahi zatibhs were selected: 

• CITIZEN'S POLICY CENTER, INCi, a hbt-fbr-prbfit 

Cbmmunity development organizatibn which had 

already established Open Road/New Enterprises , a 
hetwbrk bf autb repair shops in California with 
plans to expand the network in both California 
and Connecticut 
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CHICftNOS POR tA CftUSA, INC a not-for-profit 
community development corporation which would 
establish sunsol, a business specializing in the 
labriiltiorT-aHa- installation of solar-powered 
heating systems 



• THE RESTAURANT SCHOOL, a for-profit school for 
restauranteurs Which proposed to estabiis^h a 
fully functional restaurant - Beg inner 

• EDUCATIONAL ALLIANCE, INC., ^ ^^'"'^^^-^''^^l 
social service agency which would ^^eplic^^te a 
retail operation Jkhdwn as Synergy 15 by estab 
lishing Synergy II , a novelty boutique store.2/ 

Each organization's business venture was partly capital- 
ized through a one-time , eighteen ^month subcontract from 
P/PV to plan, start-up and operate each business (Because 
Of DOL's knowledge development requi rements , ^ some funding 

was also provided to cover ^^^'^^^^^'''^^'^'^^''1,^^ 
for the demonstration.) In addition to the P/PV subcon 
■ tract, each organization was Required to .seek other forms of 
cipitll, e.g., venture capital, and subsidies or grants, to 
operate the business during the subcontrct period and be-, 
yond . 

Pursuant to the goals of the initiative, the bbiectives 

sized at Open Road/New Enterprises. All of _ these Dus^inesse 
W^re to offer development of "management skills as part of 
the training for a limited nUmber of youth. At the/:on 
c^SsiVn of ?raining at the businesses, some -V^^J^h who had 

^-.^b^i- aSt^^^f- ^ -^^^i^M 

^^illd^^^^ qiurlSr^e- go 
ability development outside of the business, e.g., through 
higher education or other vocational training. 

Each enterprise was expected to exhibit conventional. 

development path enabling the enterprise to penetrate its 
nroductTservfce market and to generate revenues through 
Lies. While these were key elements in the business plans 

o 14 

ERIC 



FIGURE I-l 



P/PV YOUTH ENTREPRENEURSHIP MODEL 



_ ~- — — ^ 

PROJECT SPONSORING ORGANIZATION 

• plan/establish business 

• plan/implement training. program 

m raise additional capital z 

• administer P/PV grant 

• dvisrsise results 

• replicate 



^ 

SNtALL BUSINESS 

• provide goods/services 

• compete in open market 

• employ minimal experienced 
professional staff 

• employ/train youth 



profitability or self- 
sufficiency 
return on investment 
(if profitable) 
attract more funding 
pay taxes 

provide jobs 

expand/ replicate 



9 trained disadvantaged youth 

- world-of -work skills 

- job skills 

- management skills 

• youth enter job market 



JOB MARKET 
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and the productibn activities of the ehterpjrises >. the enter- 
prises were expected to progress steadily toward self-suf- 
ficiency or profitability by the end of the P/PV subcontract 
period. 

AlthougLh the Youth Entrepreneurship demonstration was 
different from many traditional training prbgrair.s because ot 
its dual gbals of employability development and enterprise 
"^"development, it drew on a specific set of past expediences. 
These experiences are discussed In the next section and are 
fbllbwed by a brief presentation oh general models involving 
youth programming i 

AtJTECEDENTS OF THE MODEL 

Much of what is known about ybuth ent repreneurship 
programming as an employment and ^rjining strategy is d^^ 
rived frbm twb sets of program experiences^ (1) in-school 
programs which involve youth in various entrepreneurial^^ 
activities, and (2) training programs which have revenue- 
generating cbmpbhents. 

in-school programs are exemplified by Junior Achieve- 
ment. The gbals and objectives of these programs are ft^^^g- 
htforward ^- that is, to acquaint high schbbl ybUth with the 
principles of the free' enterprise system _by establishing 
Ihortltved, yoUth~or iented businesses during the scbooi 
year. The general features of in-school programs includ^ 
Intrepreneurial activities, such as development and saie^ot 
products or services; determination of salaries, commis- 
sions, and prices; resoiving problems of taxes, regulations 
and book^keeping; and even the liquidation of a^ business. 
Another feature of in-school programs is the involvement of 
local business persons who serve as advisors to the young- 
sters There if- ho emplbyment objective in these programs. 
Little is done at the cbnclusibn of these in-school programs 
tb encourage youth to maintain their business or to seek 
work. 

The other set of program models which influenced ybUth 
ehtrepreneurship programming were programs designed _ to 
generate revenue to reduce training costs and to provide 
"real work" training. Because these prbgrams served an 
unemplbyed, disadvantaged population— unlike manjy in- 
school programs - their goals and objectives^ are custo- 
• marily assbciated with publicly-sponsored employment and 
training programs. The goals were two-fold: imprbymg the 
employability of disadvantaged persons and generating suf- 
ficient revenues to offset training cost. 3./ 
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Among the best examples of this type are the revenue 
generation efforts in the National Supported Work Demon- 
stration. This demonstratibh was conducted between 1975 and 
1978 in thirteen cities. it focused on four disadvantaged 
groups: long-term AFDC recipients , ex-offenders ^ ex-addicts, 
and but-bf-school youth. 

Local operators were expected to raise a substantial 
share of the funds necessary tb run the programs. One 
source of local funds was "service project revenue" which, 
represented revenue earned from the sale bf good_s and ser- 
vices produced by supported workers. The basic ^features of 
Supported' Wbrk are described in an evaluatibn report, 
Setting Up Shbp by Harvey D. Shapiro. 

By operating revenue-generating projects and 
selling goods, a Supported Work pirbgram could 
accomplish several things. It could, hopefully, ^ 
generate sigrii f iVant sums to help pay for operating 
the prbgram. Mbreover, it could test the ability 
of this kind b£ prbgram tb becbme_self-supporting 
after the demonstration peribd. But producing a 
product also had a programmatic purpbse . ^ Having to 
sell sbmethihg in the marketplace would inject a 
nbte bf realism to the prog^ram. Work would have tb 
meet the standards of the customers , not. just the 
prbgram staff. While this might toughen the stand- 
ards of the program ^ there was a belief that this 
would better ecjuip the enfollees to handle regular 
employment. iloreoyer, if Suppbrted Work gained a 
reputation for high standards, that cbuld enhance 
eihpldyability of its participants. 



The repbrt goes on to point out that while revenue 
generation was an important demonstration objective and was 
crucial if project sites were to _ become self-supporting, 
less than 16 percent of the^^*^^^ dembhstrat ion cost ($59.1 
million) was recouped through suppbrted Wbrk activites. 
Additionally, none bf the thirteen Supported Work sites 
could claim, without qu^alification, to be self-supporting at 
the conclusion of the Supported Work Demonstration. 

Youth ehtrepreneur^iiip programming , _as_ suggested , 
been shaped by two different sets of experiences wtth dif- 
ferent goals and objectives^ Fbr in- school programs, the 
goal was tb promote the principles o£ entrepreneurship among 
high school students by forming short- term^ ybuth bperated 
businesses. In the case of revenue generating prbgrams, the 
goal was tb imprbve the employment prospects of disadvant- 
aged individuals by establishing partially self-supporting 
training programs. Whether or not these goals were com- 
patible, two basic themes have emerged from these types of 
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programs: ' (i) ybdth can be exposed to entreprenearial activ-r 
ites with some beneficial results; and (2) in the coarse of 
training, market-oriented revenue generation can take place 
with the potential for defraying thf training cost if aoe- 
quate management safeguards are taken^ 

From these two programming strategies, one can develop 
three types of ■ entrepreneurship/training programs. fts these_ 
three models are discussed in the next section, the place of 
P/PV's Youth Entrepreneur-ship training approach in this 
typology will. JDe identified. 



MePSLS QF YDUTH ENTREPRENEURSaXB 



The three models can be labelled the In-School Model, 
the Rntrepeneurship Training Ho^el. and the ^Daal Objectives 
Model. 5/ These models are distinguished by their goals, the 
type oT. entreprenearship activities which occu^ m program 
operations, and outcomes expected from program participa- 
tion. 

The I n-School Model was described earlier. Its goal is 
to expose youth to the workings of businesses. The basic 
features of this model are as follows: involvement _of 
students in youth-operated businesses, reyenue-p.roduc ing 
activities, and involvement of the local business community 
as program advisors. in addition to Junior Achievement, 
programs characterized by the in-School Model include public 
school vocational training programs, such as _ automotive, and 
some construction classes wnere youth provide services ^to 
local residents for a small fee in order to gam more real 
istic work experience. Profitability is not an important 
obiective for the programs exemplified by this model. 
Businesses are only established temporarily. It is expec- 
ted, however, that the participating youth would develop an 
appreciation for professional, skills, a strong work ethic, 
and self-confidence. 

For programs characterized by the Entreprenearship 
Training Model, the goals are identification and training of 
potential entrepreneurs. ft few national programs exemplify 
this model: Venture Founders (Gambridge^ Massachusetts) and 
The Hawaiian Entrepreneurship Training and Development 
institute (Honolalu, Hawaii) .6/ Seve.ral features highlight 
the Entrepreneurship Training Model. First, these programs 
serve an adult clientele, which reflects the findings from 
the literature that potential entrepreneurs are overwheiin- 
ingly an adult population who have had considerable work 
experience prior to going out on their own.7/ Second, these, 
programs put prospective participants thro^ugh a r^gorous^^nd 
intensive process of screening and selection. Third, once 

o is 
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potential ehtrejsreheu-rs are selected, these 'participants 
undertake a concentrated series of learning- by-doing activi- 
ties Which simulate what ah actual entrepreneur needs to do 
in order to establish a business — market analysis* busi- 
ness planning, mobilization of capital, etc* Fourth, .once 
the potential entrepreneurs have completed soand business 
plans, some of the programs will help them take tne 
next step — to obtain fihaheing and set themselves up in 
businass. 

The final model for youth entrepreheurship programmirig 
is the Baal Objectives Model . Here emphasis is placed on 
both 3ab training , and - business star t-uj) as goals. The 
expected butcbmes of programs in this modisl are viable, new 
or existing small businesses and the job placement of indi- 
viduals trained in those businesses. The general features 
of the Dual Objectives Model can be found in Various nation- 
al demonstration programs funded under the ?ooth Employment 
and Demonstration Project Act (YSDPA) of 1977, including the 
P/PV Initiative. 

Three variants of the Dual Sbjectives Model can be dis- 
tinguished depending on whether enterprise objectives are 
superordinate , subordinate, or on a par with employmsht and 
training objectives. In one version of the Dual Objectives 
Model, the goal Of establishing viable enterprises is _ ut- 
most. This version allows for some programmatic variation. 
On the one hand, a business venture is established by adalts 
who employ and train youth in all aspects of the enterprise^ 
— that is, production, sales, and management , Training is 
accomplisned through a gradual transfer of knowledge from 
adult trainers to the youth at the enterprise site. This 
process is like traditional on-the-job trainingi Enterprises 
developed here, though invariably small businesses, tend to 
require signi ficant ' front-end capitalization with the poten- 
tial of providing significant numbers of unsubsldized jobs, 
youth ownership is not a key feature here. However, youth 
can acquire stock in the existing enterprise or receive 
assistance in establishing a new venture, ^outh enterprises 
which were developed by the Corporation of Youth Enterprises 
^CYE) demonstration are representative of this version of 
the Dual Objective Model in which the enterprise objective 
is primary. In the case of a supermarket in Baltimore 
(Maryland^ and to a lesser degree, a lahdscaping and gar- 
dening venture in El Paso (fexas) , enterprises were created 
in which adults retained management control i Both of these 
CYE ventures were established with an Employee Stock Owner- 
ship Plan* 8^/ 

Conversely, the enterprise-as-primary theme is also 
exemplified in entrepreheurship programs in which "busi- 
ness-like" risk is assumed by youth throughout the planning, 
development, and jot the_ ihitial ^^tejrprise. 
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because of early involvement the yodtfi .in the development 
of the enterprise > skills training of tentimes take.s^ the form 
of -trial arid error. The ventures here are usually small. 
It is questionable whether job creation is significant or 
occurs at all; however, greater commitment to subsequent 
spin-off ventures is likely. Two national, demonstrations 
characterize this approach — The Junior Achievement Adap- 
tation Demonstratibri Project (jkkDP) and the Youth Agricul- 
tural Entrepreneurship Demonstration Project (YAEDP) . _ In 
JAADpJ small ventures were developed by youth: catering 
services, a silk screening business and a flower shop. 
Agriculture ventures were established by youth in YAEDP to 
market produce crops. in ^oth demonstrations, youth unaer- 
went training before attempting to establish their ventures. 
While cbhtihUally receiving technical assistance from the 
program staff, these ventures provided income through gener- 
ated revenue to some of the ybUth operators. 9_/ 

A second version of the Dual Objectives Mbdel is ex- 
emplified by projects established in the National Supported 
Vvork Demonstration. In tnis approach, enterprise objectives 
are subordinated to training objectives. The^ enterprises 
only serve to facilitate training, by providing a real 
working environment and to reduce the training costs. 
Participants served by programs fbllbwing this version ot 
the Dual Objective Model are expected to move into jobs 
after training. 

A third Dual Objective Model approach features equal 
emphases on training and enterprise objectives. In this 
case the enterprise is Viewed as a suitable vehicle to 
provide a "real work* environ?ftent for training disadvantaged 
youth. The expected parttciparit outcome is jbb placement A" 
unsubsid i zed- employment . The ^ expected enterpr i se outcome is 
a viable business that progresses toward profitability. Tne 
enterprises developed in the P/PV Initiative fit this last 
variant of the models 

Frbm the mbdel typology discussed above, it is clear 
that a variety of approaches exist involving entre^preneur- 
ship programming. However-, it should be clear _that .tnis 
report can only assess bne approach which was identified 
with the Dual Objectives Mbdel — that is, entrepreneurship 
programming where equal emphases are on training and enter- 
prise developments 

RESEARCH PLAN ^Q ^HE P/PV IR ITIATIVE 

this evaluation of the Youth Entrepreneurship initiative 
fbcuses bn three major questibns: 

• Can training in youth eritrepreneurship programs 
ihcrease--the-empl6yabii4ty^^^ youth? 
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• Can enterprises operate With mixed training and 
business objectives? 

• Are entrepreneurship programs cost effective? 

These questions are answered by reviewing quant i tat ive 
and descriptive data on the four program enterprises — Open 
RoM/New Enterprises^ Beg inner' s Luc Synergy II, and 
Sunsol, Chapter ii discusses and assesses critical factors 
in the area of enterprise develo^ent and program^ training. 
The status of ea^h enterprise (at the time of this report) 
is alsa provide. . Chapter III reviews available data on the 
youth in the initiative. _Herv5, enrollment and termination 
data are reviewed for the four program enterprises. Follow- 
up data are presented on Beginner' s LucR^ Synergy II and 
Sunsol; Open Road/New Enterpriseii was not included in the 
follow-up survey. Chapter iV considers the potential con- 
flict between training functions and enterprise profit- 
ability at all the enterprises except Open Road/New 
Enterprises. Utilizing data from earlier chapters on 
enterprise profitability and participant outcomes, ChapterV 
provides a cost effectiveness analysis on three enterprises 
(Synergy ii, Sunsol, and Beginner's tuck) and generalizes 
about the effectiveness of the initiative's approach Where 
equal emphasis is placed on training and enterprise develop- 
ment. Chapter VI offers recommendations on the use of youth 
entrepreneurship prdgrammirig for dut-df-school , disadvan- 
taged youthi 
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This chapter, briefly reviews- business arid trairiing 
activities which were key compohents of the bperatioris of 
P/PV s Youth Eritreprerieurship programs. ft summary of enter- 
prise characteristics is showri on Table II-l. 




^JESC^IPTIOS ASP PROCES S EVALUATim 

QR/NE's project was divided into three regional net- 
works, which operated a total of eight auto repair shops in 
southern California^ northern Califorrda, and Hartford i, 
Connecticut. The project was initiated in .1976 by the 
Citizeri's Policy Center, inc. — a not-fbr-profit corpora- 
tibri located iri Santa Barbara, Califbrnia^ and develbped _ by 
Nev* Enterprises^ Iric.~- ari economic develbpinent corporation 
within the Citizeri's Policy Center organizatibnal structure- 
Initial funding for the develbpmerit of the two California 
networks was provided in 1976 by the Econornic Development 
Administration, through a one-year technical assistance and 
planning grant. At that tlme^ the Ecoflbmic Dey'felbpment 
Administration made a conunitment to fund the development of 
OR/NE over a future three year peribd — a cbmmitmerit which 
could not be met because of federal budget cbristrairits. 
ftlsb, in 1977 OR/NE was awarded a three-y^ar, renewable 
planning grant by tiie Aetna Life and Casualty eompany to 
explore and establish a similar autP repair shop network in 
Hartford. It was not until May 1978^ with the approval of 
DOL's Office of Youth Program (via a recbininendat ion from 
Economic Develbpinent Administratiohj , that OR/NE became the 
first prbject funded in the P/PV initiative^ with Jundihg 
through the eighteen mbnth P/PV subcontract and the Aetna 
grants QR/NE planned to open seven new enterprises, four in 
California and three in the Hartford area, and to further 
develop th^ three existing shbps in California. 

Enterprise Developroeots i Althbugh ten autb repair shops 
were planned for operation in the OR/NE netwbrics^, only eight 
shops were developed: four in southern California^' three in 
northern Califbrnia> and one in Hartfqrd. Planning and 
capitalization prbblems prohiisited the development of one 
shop in the southern California network and two shops in the 
Hartford network* 

The staffing pattern was the same for the eight enter- 
prises. Each enterprise hadl a manager respbnsible for 
business management and training within the autb shbps. 
Reporting tb each enterprise manager was a -jdarneyman 
mechanic who did autbmotive repairs — thus generating tm 
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SUMMARY OF PROGRAM CHARACTERiSTiCS 



"'^""'^''^---^^ Prbgrain 
li lenient ^•^--^..^ 


Opel! Road-/ . 
New Enterprises 


Beginner's l.uck 


Synergy 11 


Sun sol 


Geographic tocation 


Saiita Earljara, CA 
tos Angeles j CA _ 
San Francisco, CA 
Hartford^ CA 


Philadelphia; PA 

I 


New Yorlis fJY 


Phoenix, AZ 


iFanding Sources 


e EM.. 

• P/PV 

• Aetna. Life Insurance 
Coipany 

• CETS.P/S OJT wage 
isubsidies 

t Private Investors , 
1 Citize(is Policy Ceiiter 


» P/PV 


» m ' - 


% P/PV : 
« Career, Mobility 
i CPLS/Youth tniMn 

Center 
« ebicanos Industries 
f Corp Youth Enterprises 


Prior Related Experience 


« Under prior grants 
frbiii EDA, CPtC 
planned and imple- 
iiiented New Enterprises; 
a prbgral whicli opesied 
Santa Barbara Motor 
Werks.snsoto- repair 
shop which eiployed 
and trained youth. 


9 As an ediicatibiiiil 
institution TRS 
operated iti own 
public restaurantj 
using its students 
in all aspects of the 
restaurants operation. 


9 EA opera-led Synergy (I) 
Boutique for five yeiirs 
as a training site for 
substance/alcohol, 
zisers in retailing, 
coupled with business, 
related courses. ■ This 
profit-aakingigutip 
served as.a siodel for . 
,Synergy II. 


i directiy related 
experieijce in this 
industry. Soie 
experience. in community 
development. 

< 


Type of Training Provided 


Ho classrbol-all hands- 
on (OJT) supervision by 
enterprise journey level 
mechanics aiid niahager, 

\ 


eiassrooi training con- 
ducted at TRS-daring 
Cycle II trainees were 
integrated-into many 
ongoing TRS classes. 
Practicuii!-hands-gn 
training, through opera- 
t_ipn..of..il_;i:6staurant, 
under supervision of EL 
staff, 


Classrobiii training cou- 
ducted by training_ 
director . .Hands-on 
training through operation 
of boutique under .super:_ 
vision of Assist. Manager. 


eiassroom and hands-on 
training aJi conducted . 
by enterprise staff. 

t 

^, - — — 



SUMMARY "OF PROGRAM CHARACTERISTICS (Continnedj 




Element 



Program (non-enterprise) 



Enterprise-Type 
Number of' Sites 



Nuiiiber of Trainees Per 
Training Cycle 



Open Road / 
New Enterprises 



• Project Director 

• Financial Director 
I Director of Operations 

and Training 

• Enterprise 
Developers (4) 



'Beginner's Luck 



Auto Repair (8) 



1-4 per shop 
on site, araoont of 
businesi. 



• Project Director 
I Evaiuator/ . . . 

Data Coordinator 
I Training Director 
(Cycle- 11 only) 

• CQQtroIler 

• Secretary 

_ _g_e;a44JO0M Instractors 



Restaurant (1) 



18-20 



Synergy II 

I Project Directpr____ 

• Director of Training 

I Manageient_Iiifo™tio" 
Coordinator 

• Secretary 



Retailing (1) 



11 



Sunsol 



i Project Director 
(also served as 
Enterprise General 
Hanager) 



Solar Heating-Retrofit (1) 



13-17 



SOURCE: Bbbhe, Ydiing 5 Associates. 
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business' s revenues; The mechanic prbvidied the hands-on 

backg round in automotive repair shop operat ion/management > 
and a commitment and ability to work with and train youths- 
Capital ff^J^ tne development o£ each auto repair venture 
included both public and private dollars. Through New 
Enterprises program, Inc;, the Citizen's Policy Center 
solicited public sector funds to support the planning and 
start-up phase of a potential venture; Additional develop- 
ment capital was obtained from the sale of stock shares in 
tne ventures. Stock was classified in one of two categories 
~ Class A (voting shares) and Class B (hoh-VOting shares)^. 
Class A Stock was sold only to the Citizen's Policy Center 
which made these stock purchases with funds obtained through 
loans and grants from private and corporate foundations. 
Class B stock was offered and sold to outside investors. 
Because few investors were attracted to the New Enterprises' 
Class B Stock, the Citizen's Policy Center purchased the 
ma3ority of the Shares in both stock classifications. (See 
table A-i in appendix.) 

OR/NE marketing strategy for its enterprises, particu- 
larly in California, was organized arbuhd its commitment to 
the development of profit-making small businesses which 
could provide quality goods and services. This attitude was 
consistent among the Citizen's Policy Center staff and OR/NE 
shop managers. Efforts toward developing a broad-based 
ciiehteie which would produce "repeat" business were made m 
each shop.: This was to be accomplished through careful 
workmanship and quality control by enterprise managers and 
their Staff. In addition, the Citizen's Policy Center staff 
provided technical assistance to shop managers to help each 
business attain a sound financial position. 

0R/NE was not without its developmental and operational 
problems, most of which were typical of small businesses. 
Insufficient start-up capital and poor business planning 
were the major ones; Few businesses can survive when they 
are undercapitalized by as much as 75 percent of their pro- 
jected heeds. This was the case in two of the California 
shops i Survivability is also questionable j*hen plans are 
hot developed for penetrating an unfamiliar market area, as 
was tne case in the Hartford network. 

vacancies in Staff positions due to frequent tyrnover, 
particularly among the mechanics, was a problem atfecting 
OR/NE. To increase the likeUhood of attracting and retain- 
ing "top-notch" mechanics, OR/NE offered a pay plan which 
included wages plus a percentage of the sales receipts from 
repairs; but this plan had cbhsequences . It was m the 
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mechanic's self interest to increase his or her pay by max- 
im i z i n g the 47 ^4ime of rep airs, Jhe mecjLa n i:cs__ey-exitual l-y—sa w 
traiTTing as a hindrance to their ability to do repairs arid 
generate sales. 

Training ^ Consistent with the initiative ^ OR/NE pro- 
vided training to 53 out-of-school , disadvantaged youth^ 
Training was in two major areas — auto repair skills (mechan- 
ical) and auto shop management . Repair skills training in- 
cluded automatic and manual transmissions, ignition tune- up 
arid electrical wbrk^ engine valve work, brakes and lubrica- 
tioni Training in the enterprises varied from four to six 
months^ deperidirig ori the trainee's interest. 

. Management training included parts orderirig, service 
order writing, clerical, training and public relations. Both 
mechanical and managerial skills were taught almost enti rely 
through hands-on, on-the-job training . _ _Some job readiness 
training was also provided , e.g., employability counsel ingi 
At tne conclusion of training , youth were to be placed on 
unsubsidized jobs; to be provided ah opportunity to become a 
stockholder _or partner; and/or to be assisted in starting 
their own business by OR/NE. 

Status of the Enterprises . Over the life of the P/PV 
demonstration, the eight OR/NE auto repair shops experienced 
chronic business problems which were due to poor planning, 
uhdercapitali_zation and low volume of repair sales. All of 
the enterprises required subsidies for the length of the 
subcontract period. None of these enterprises generated 
enough revenue to cover their operating expenses arid, con- 
sequeritly, did not achieve profitability as a business 
venture i By the cohclusibh of their subcontract period, 
OR/NE had closed five of its eight ehter_pr ises and liquida- 
ted th^se shops' assets to pay butstahdihg debts incurred 
during this operating period. The three remaihihg. shops 
were sold by the Citizen's Policy Center to individuals who 
were shop managers during the subcontract periods 

^qJLnnar'^ buck - 

Beginner's Luck, a restaurarit veriture, operated in the 
initiative from January:, 19_8_0 to June^ I981i It Was estab- 
lished by, the Restaurant School, a state licensed training 
iristi tution with some national prominence for developing 
independent restauranteurs . 



£n£er4:^-i se Bevelopmeht . Beginner's Luck planned to uti- 
lize three sources of funds for its development: (1) the 
P/PV subcontract ($283,584) with the Restaurant Schbolj^ (2) • 
in-kind cohtr ibutibhs from the Restaurarit School (25% of the 
subcbhtract budget) and (3) pro jected revenues ($175,^000)_ 
from business activities. subcontract funds and in-kind 
cbritribotions would cover the planning and start-up costSi 
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The ohcibihq operating 55sts for BegihnerVs Lu6k _Were to be 
cb5e?id through the sa bcdnt ra ct and , augmnted with revenue 

— ^—^^r— - — -— — — t^"- 'F^-a-i-K-i-Hc costs — wet^ — to — D e 



gTnrrated by 'thi rest a u r a n t^. jrrai rmrg -crrs^s-^ 
covered in full by the subcontract; 

Of the three sources of fiihds, proii5ted restaurant 
revenues were viewed as key to Beginner's ^^^^J^^f^f "J 

Is a basiness. Its planned revenue-producing activities 
were in three service areas — lunch and dinner services, 
cateriiig operations, and a pri^^^e, s^^cxlptlon E^in^ 
society." Because these activities would oe conducted by 
thS yduth to enhance training as well as generate revenue. 
Beginner's Luck planned to P^ase the act^vities^^ into the 
overall (training) activities of the proDect. Meal services 
were planned to begin immediately with the opening of the 
restaurant. By the third month of operation. Beginner s 
Luck had expected to implement the other two |evenAe-P|o- 
^Moirifl activities — the subscription "Eating Society and 
'thS'c'atYnng'slrvice. Th. ^^-t^ined revenue ger^^^i^on 
activities were projected to make Beginner's tuck profitable 
and able to meet its on-gomg expenses, 

. Beginner' s Luck ejcperienced few business sta^^^ 

problems. A nearly ^^W'^^^i^^^. ""^^I^l^.;;^ ^'^%£. 
the international House, a residential ^"-^^J^^ 
pus of the University of Pennsylvania. Some renovations were 
made in the dining area, but these were accomplished in a 
Short ?im'.'. Howev'er, Beginner's Luck ^ id not begin ^ 
i-fono Hntil March. 1980, three months after inclusion in the 
ii???ativ'l bScSuse of problems related to --'^-iting youth 
With the pursuit of additional revenue missing as a business 
element^ Teg?nner's Luck functioned simply as a training 
facility. 

Beqinner's Luck, however, did experience three major 
enterprise-related problems which inhibited its development. 

« r^r,^ Rnt^ rprise Development : Wh i le pi ans cal 1 ed f o r 
the development of an independent "^^staur an t _ venture , 
Beginner's Luck made little effort toward this ob3e 
tive. Few, if any^ attempts were made to attract 
additional capital or improve the restaurant's revenue 
generating activities. 

• poor M ar k ettpq-: Beginner's Luck did not have_a clear 
restaurant ma rketing strategy. Beginner's _ Luck 
vacillated between serving lunch or dinner or both, 
and (2) became fully operational at a point when their 
primary market, the college and university community , 
would soon be going away for the summer months. 

• failure ^o Tmplement Additional Revenue Generatij a 
gtl^Ilies : Of the three rev enue-generating activiLei 
planned by Eiginner's Luck, two activities — the sub 

30 



II-7 



scriptibh "Eating Society" arid the catering service — 
were not impleihentedi A poor market focus _f or _ the 
"Eating Society" and, according to Beginner/ s Luck 
staff, trainees' inability to handle a catering ser- 
vice accounted for the abandonment of these potential 
revenue-producing activities • 

Because B^eginner ' s Luc^ could riot overcome thes^e prob- 
lems , it abandoned efforts to develop a viable restaurarit 
business. This was a point of conflict between Restaurarit 
School arid P/PV staff since P/PV believed revejiue generation 
Was critical. to eriterprise profitability. With the pursuit 
of additibrial reveriue_ missirig as a business element. Begin- 
ner ^s Buck functioned more as a trairiirig facility than a 
business seeking seif-suf f iciency ^ 

Trairiirig . Begiririer's Luck provided training to 38 
youth in food preparatibri, kitcheri operation / and , to a 
limited degree, restaurant management. The key features of 
training were: , 

# Orientation to training , a two week period of infbr- 
matibri excharige between youth and staf^f^ on training 
at Begiririer's Luck and Crireers in the restaurant in- 

: dustry 

# Tx^iaijig contracts ^ agreemerits between youth and 
Beginner's Luck staff which were riegotiated at the 
conclusion of orientation and were designed to chart 
the youth's skills acquisition 

; i Glassrobih trairiirig , a four _ week preparatory course 
given in basic ki tchen arid. restaurarit techniques 
supplemented with additional classrbbiri instruction 
throughout the six month training peribd at the 
eriterprise 

m Hands-bri trairiirig , activities at the Beginner ' s Luck 
Restaurant. Where youth rotated in per foraing func- 
tions until they Wished to develop a specialty. 

# jloip _ placement ^ _ assistarice Which Was available to 
youth upon cbmpletibri bf trairiirig. 

TWb major difficulties were encountered in prbviding 
/trairiirig Which were: 

Recruitment and Gertif icatidri ;_ Recruitment of youth 
who were of school age, TTeTT less thari 18 j^ears old, 
was delayed because the Philadelphia Prime Spdrisor and 
the State .Employment Security J^gency would not certify 
ybuth as CETA_ eligible without prior certificatibri as 
"out-bf-schobl ," i .e. yputh__should not have attended 
a schbbl during the school Y^f* 



• tntedration of Class room a nd Hands- on Trainin g. ._Be- 
6aase classroo m training was given at th^e Restaurant 
School and hands-on training at Beginner's Luck, the 
Restaurant School instructors tended to view thj 
trainees as "special students," i.e., disadvantaged 
youth who were viewed as different from the Restaurant 
Sctiobl's enrollees. 

S*-atus » f the Enterprise . Begi ner's Luefe ceased bpera- 
tinq" "'at the conclusion of "the sl ontract, Neither cne 
oi?going president, nor the new ,ner of the^Restaurant 
school Wilhed to continue the enterprise/training activi- 
tiesi 

Sunsol 

Chicanos Por La eausa. Inc. ^C^^Lg) , a not-for<^prof it 
community development corporation in Phoepix, Arizona, was 
aSTrd^d'^an 18 month subcontract to initiate and develop 
Sunsol~a business specializing m the fabrication and in 
staUation bf lollar hot water heating systems. Fifty-nme 
youth were enrolled at Sunsol. 

ErtterprJ^e^De^teiopment. Sunsol, as a solar venture, was 
considered by CPLC as a potentially profitable business be- 
cause of a growing local interest in solar power as an al- 
ternltive energy lource. However, GPLC Was unable to capi- 
tllize on thiF local factor, thereby, faiUn^ %jTarl 
Sunsol's potential. Key problems experienced by Sunsol^are 
summarized 

i nrH^ni^afc ional problems . organizationsl problems 
hindered the developmen t of the Sunsol enterprise. 
The relationship between GPLG, as the parent organi- 
I^tion, and SuSsoi, as its project, remained ma 
state o£ £lux for the duration of the initiative. On 
at least four occasions, the administrative responsi- 
bility for Sunsol was changed within GPLC. Statt 
turnover and vacancies were high with direct_con- 
sequences on sales. For more than a third of the 
subcontract period, the sales manager's position was 
vacant, creating an even more haphazard approach to 
marketing. The net result of Sunsol's organizational 
problems, as well as the ones mentioned above, was 
that the business never got on the proper track 

. ^n.in.ss and .^ ^^rketina P lans . For all practical pur- 
poses, Sunsol did not develop a business jplan or a 
mlfketina strategy. P/PV made funding available for 
such aluvites encouraged the Sunsol staff withou| 
effect. Given this, the marketing strategy was simple 
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— to sell solar heating systems to low and middle ih- 
come groups* this simple approach to marketing 
resulted in poor sales performance by Sunsoii 

o Suhsol's licensing status . All solar installation 
firms wishing to operate had to be in possession of a 
"qualifier "^s license^" Sunsol did not accjuire its 
license until July, 1980^ nearly four months after it 
opened shop. In the interim, no installation work 
could be done which meant no sales revenue could be 
generated . 



Training ^ The training program at Sunsol. was divided 
into six cycles into which trainees entered^ completed 
program objectives in manufacturing and installing solar hot 
water heating systems and then exited into jobsi 

The basic training which was provided during the first 
nine weelc period consisted of a cbmbihatibh of classroom and 
hands-on techniques^ Training was structured as follows: 
two weeks on elementary solar-related theory; one week on 
sales techniques and protocol; and six weeks on fabrication 
arid installation. Since the training program was short, it 
was cbriducted in the solar shop so that trai nees could 
immediately reinforce what they had learned. The installa- 
tion training was designed. _ to provide youth with basic 
plumbing and electrical skills. The _ application of these 
skills beyond solar- related work could allow youth tb.seek 
access to apprenticeships or ent^^^ level jobs in the plumb- 
ing, electrical, or roofing trades^ 

In additibn, trainees demonstrating supervisory and man- 
agement potential received sbrae basic leadership training. 
This training included basic operations arid skills _ develop- 
ment; supervision of new trainees^ ^nd completion <^f iristal- 
latibn jobs; and management training in sales and enterprise 
development . 

The organizatibrial problems which were discussed in the 
context of enterprise development had ^s_pill-over•• effects 
on the tolfillment b£ training objectives* The turribver iri 
Sunsol staff, part icularly in the _s^les mariager slbt where 
the responsibility ia^ for generating business (iob orders) , 
resulted in trainees receiving an uneven^ e>cposare to heeded 
hands- ori experience requi red in the solar trade . 

Another problem was the lack of support service_s for 
trainees. A comprehensive system of support services from 
intake to termination was proposed by ePtGi In reality^ few 
resources were committed to ensure that the services were 
provided. Surisol relied on CPLC's Youth Training Center 



33 



£1-10 



which was ierving youth in other CPte programs. The P/PV 
SSbS'ntract with'sunsol did hot P--^de__any direct fundin| 
to support the Vouth Training Center, nor any Sunsol staff 
p<1sitibhs such as job developers or ^^^^^^^''^^r^.^ lUf^ 
?rainihd Center, as such, provided only mtnimal statt 
luppSJ^'s.rvices'. This problem r^.ulted in P--/ ^f^^^^^^^ 
performance by Suhsdl. (Only 8 trainees out of 59 got 
jobs . ) 

Rt-atus of Enterprise . Since the deiii5Sstratio_h, Sunsol 
has i S Unued to operate as a business. However Sunsol has 
been Reorganized, and is now a general construction company 
having expanded its work to include housing ^^"^l^ation No 
solar installation work, however, has been ^ d|ne, since the 
conclusion of the P/PV subcontract in ftpnl 1981. 

aviterqy II 

The Educational Alliance, Inc. , a social servjce a^^^ 
• mJL vorio Citv was awarded a fourteen month subcontract 
n^tl liM 1981, by P/PV_to:_ajvel.p .na open |yner,y 

XT = hM = in*»^^ which provided training m retail saies. 

llne?dS li wal 1 repUcation of a similar boutique. Synergy 
irwhich was Slso developed by th. Educational Alliance. 

Enterprise Development Capitalization of Syrierg_y II 
was W u 7red through %o so urces: (D the P/PV ^^bcpntract 
Which covered the major operating costs, e.g., store rent 

i^^ff IJlaries- and (2) Educational Alliance funds which 
22fe' Provided from' Ixcess Revenue from Syn^gy i to cover 
Itlrt^nn costs such as store renovations and initial stQck 
ftlms Storl revenues were to be used toi cover any addi- 
t^onli clltrthat were not covered by P/PV or Educational 
Alliance fundSi 

Svnerav II sold items ranging from tee shirts, 

hnhhlaue remained open for eight to ten hours per day, seven 
d^fs'Twelk However , because o£ the l.rg. np^^- of 
trainees relative to the size of the store, two shifts were 
developid Ifter the first feW months of operation. 

Although drawing on the experience of the ol|er Syhergy 

^nt^t-pirise development, since sales could not be made with- 
"t'nventoty. Mother P-blem which com inued th.o.^ 
the coarse of enterprise development was the 
ff trainees in the rather small store. However, instituting 

ERIC ^ 
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two work shifts tb.rediace participant overcrowding, not only 
facilitated training to some degree, but provided an 
opportunity to generate additional sales revenue because of 
the longer store hours; 

Training . Retail and sales t_raining_were provided to 37 
youth in two seven month cycles.. Three employab i 1 i ty 
development areas were emphasized: (1) work ad j ustment 
skills, (2) hands-on, entry-level and management skills, 
i.e., core training in retail sales, and (3) career develop- 
meht i.e., career planning. Of these three areas , most of 
the trainee ■ s time was devoted to hands-on training in the 
Synergy II store Where they functioned as workers for 
approximately seven hours daily. While in the store, 
trainees were expected to gain experience in buying and 
selling goods^ pricing merchandise, maintenance of store 

records, and making general mahagemeht deeisionsi At the 

Conclusion of training, youth were to be assisted in 
locating employment by the Synergy II staff and an 
Educational Alliance counselor was assigned part-time for 
this purpose i 

The large number of youth in each training cycle re- 
sulted in two related problems. Because of the size of the 
store and the on-the-job training format, overstaffing made 
rotation among the various facets of store operations almost 
impossible. Unable to gain fi rs_t_-hand experience , many 
trainees, according to Synergy II staff, lost __i nte rest 
and/or did not complete their training. (Synergy II had the 
highest trainee non-completion r^ 65 percent, in the ini- 
tiative.) Some efforts were made,, with little stjccess, to 
overcome these apparent problems, e^g^ , increasing store 
hours and offering incentives such as bonus payment for 
most sales and cbnunissibhs oil specialty items* 

Status of the Enterprise; Synergy 11 continued opera- 
tions after its participation in the initiative^ It has 

reduced its staff, retaining one of the youth trained during 
the initiative, and has '^ven showed a slight increase in 
sales. As for enterpr ise\ tr_a_i_ning , Synergy II has been 
considered (as of Jahua ry_,: ; 1982 ) by the New York State 
Department of tabor for funding as a youth training site. 

StJMMARi J^EMARKS 



Each program' s training^ component had positive and 
negative features. Modifications in the pro jects* training 
components were allowed so that training could be better 
coordinated with project heeds. By the conclusion of 
funding f some positive aspects emerged: 

• a structured ,__training program that taught skills as 
well as some parts of entrepreneurship 
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« use of training staff who know the trade and who could 
teach and work with youth 

• vouth responsibility for applying the training 
information to wb-lc activities at the enterprise. 

ft is not clear that the overall quality of skills 
project. 

The enterprises also had problems. While these varied 
across the initiative some common ones were: 

• undercapitalization 

m poor planning and development 

• lack of continuity in the generation of revenue from 



• little expansion into planned revenue generating 
activities 

• varying degrees of tension between training and busi- 
hess development. 

the almonstfatibn survived iltef the P/PV demonstration^ 
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1/Soine efforts were made to offer limited partnerships and 
co-ownerships in the auto repair shopsi Only two of the 
California shops were capitalized in this manner. (See Table A-1 
in Appendix.) 
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CHAPTER III 



S^VALUATION : EMP LOYM E Nf ft N& TRAINING 



Althduah all of the enterprises experienced sortie 
itart-up problems, Jirainlng components were established m 
each enterprise. The question now beqomes: were enter- 
prises successful in meeting their employment and training 
Objectives? Training disadvantaged youth in these f one tion- 
inq, revenue-generating enterprises was expected to have 
politive effects on the trainees' employment status. eom- 
pieting training objectives, enrolling in schools or other 
training programs, and entering unsabsidized employment, the 
«5ottom line- objective, were viewed as desirable outcomes 
for youth. This chapter reviews the data obtained from 
enterprise records and through post-training interviews. 
The data provide indicators of the enterprises' performance 
in meeting their employment and training objectives. 

However, before reviewing the data on trainee outcomes^ 
we discuss briefly the characteristics o£ the youth served 
in the initiatives . * 

Profile of tl 



At entry, data were collected by enterprise staff on the 
, youth's demographic qharacteristics and employment 

I background. Table III-l summarizes the data^ 

/ Even though 65.8 percent of the you^h trained in the 

I initiative were males, the distribution of youth by sex 

varied by enterprise depending on the sex label of the 
occupation in which training was provided at each 
enterprise. Males were more likely than females to enter 
training at QR/SE (75.8 percent) and Sunsoi (83.1 percent), 
where training was provided in male-dominated occupations, 
automotive repair and plumbing. At Synergy II, where the 
training specially was retail sales, 62.8 percent of the 
trainees were women. 

Some age differences were apparent across the initiative 
even though all youth were eligible for training. While 
52; 9 percent of OR/NE's trainees were at least 20 year^^ot 
age, the majoritj' of the trainees at Beginner's Luck (78.? 
pircent) , Synergy II (67.6 percent), ancJ Sunsoi (93.3 
Percent) wer^ 19 years of age or younger. The distribution 
• If slidhtiy older trainees- at SR/NE can be attributed in 
part to pri-ihitiatlve .enrollment (ander Economic Develop- 
litent l^dinihistration funding) when recruitment emphasized the 
older youth .i/ 
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SELECTED PARTICIPANT CHARACTERISTICS ENROLLMENT 



Characteristics 



Sex 



Hale 



./18 
18-19 
2fl-2i 

)21 
Unknown * 

Sfhriicitv 

White 



Puerto Rican ___ 
^ Mexican ftmerican 
Other 

American Indian 
Asian 

Participant's . 

<9 
9-11 

HS/GED 

btiier Schdoiing** 
unknown" 



Open_Road/' 
_New_Enter£rises_ 




40 

13 



5 

16 
20 



22 
7 
2 

18 
1 
1 
2 



13 
27 

3 

10 



75.5 
24.5 



9:4 
30.2 
37;7 
15.1 

7.5 



41.5 
13.2 
3;8 
33.9 
i.9 
1.9 
3.8 



24.5 
50.9 

5.7 
18.7 



Be2ihherJIue^_ 
» 4 



20 
18 



A 
26 
8 
0 

d 



52.6 
47.4 



10.5 
68.4 
J.l 



t 


\ 


i 






f 






14 


37.2 


49 


83. 1 


23 


62.8 


10 


16.9 


2 


5.4 


6 


10.2 


23 


62^.2 


49 


83.1 


12 


32.4 


4 


6.7 


0 




0 




0 




0 





.4 


10.5 


d 




9 


15.2 


30 


78.9 


21 


56.B 


15 


25.4 


2 


5.3 


12 


32.4 


1 


1.7 


0 




0 




29 


49.2 


2 
0 


5.3 


3 


8.1 


0 






0 




5 


8:5 


0 




1 


2.7 


d 





0 




0 




■ 3 


5.1 


15 


39.5 


26 


70.3 


38 


64.4 


21 


55.3 


9 


24.3 


17 


28.8 


2 




2 


5.4 


11 


1.7 


0 




0 




. 0 





V 



Total-; 



123 
64 



.'1? 
114 
44 
8 
4 



25 
73 
17 
47 
6 
6 
3 



3 

92 
74 
S 

Is 



65.8 

3'n2 



9.1 
61,0 
23.5 
4.3 
2.1 



18.7 
39.0 
9.1 
25.1 
3.2 
3.2 
1.6 



1.6 
49.1 
39.5 
4.2 
5.3 



39 



40 
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TABLE III-l Icoii't) 



SElECtEi) FARTiCiPAN^ CHMCTEHiSTiCS At EilROLLH£NT 



Characteristics 



Number of Dependent 

0 
1 
2 

>2 

Prior Employnient 

Yds 
No 



Prior Job Training 

Us 
No 

Emplopierit Status 

Uneniglo^ed 

Dnderenplbyed 

unknown 

Receiving Public 
Assistance 

Yes 
No 



Open Road/ 
_|Iew_Entergri8e8_ 

I I 



31 
13 
4 
2 



9 



9 

44 



43 

2 

ii 



12 
41 



$8.5 

7.5 
3.8 



63.0 
17.0 



17;Q 
83.0 



81;1 
3.8 

is.i 



22.6 
77;4 



I i 



I t 



32 


84.2 


29 


78.4 


50 


84.7 


142 


75.9 


6 


15.8 


4 


10.8 


6 


10.2 


32 


17.1 


0 




4 


10.8 


2 


3.4 


10 


5.3 


9 




0 




f- 
I 




3 


it 


29 


03. D 


Ji 




42 


7i 2 


142 


75.9 


13 


34.2 


6 


16.2 


17 


28.8 


4S 


24.1 


.8 


21.1 


iQ 


27.0 


29 


49.2 


56 


29.9 


30 


78.9 


27 


73.0 


30 


50.8 


131 


70.1 


34 


89.5 


37 


loo.b 


55 


94.9 


170 


90.9 


0 




0 




1 


1;7 


3 


1.6 


4 


id.5 


.0 




2 


3.4 


14 


8.5 


21 


55.3 


16 


43.2 


6 


10.2 


55 


29.4 


7 


44.7 


21 


56.8 


S3 


89.2 


132 


70.6 



____Tetal___ 



41 



NOTE I Percentages may not total lOOt due to rounding. 
Vtlnknovn refers to nlsslng/non^reported data on program participants. 
*VOther schooling Includes post iecdhdary; vdcatldnali and technical training. 
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Nearly 82 percent of the enrollees in the initiative 
were minority group members, msd nX^ bl acks and Hispanics; 
H5^ever, at GR/NE 41*5 percent oi^he tfMnees were white; 

bver ail programs^ less thartL 40 perc^t of the youth had 
high school diplomas or general educational development 
(GED) certificates when enter ing ^^tx gi^iing , However, 50.9 
percent of the youth at OR/n|) anC'TI^ percent of the youth 
at Beginner's Luck had completed highjschbol or' had obtained 
a GED prior to training. Oniy 28^8 jperceht of the youth, at 
Sunsol and 24.3 of the youth \at Syh^^ had attained a 

cdmparable level of education ofe-^^o^ program participation. 

Slightly less than 25 percent of all trainees reported 
that they had dependent children. However, 41.5 percent of 
the trainees at OR/NE claimed to have one or more children. 
The larger number of older ahd^ perhaps, married males ..at 
OR/NE accounted for this occurreneeiV 

Data indicating attachineht to the labor market , prior 
work experience and empldyment status at entry, show similar 
patterns across the initiative with no significant variation 
among enterprises^ Youth tended to have some work exper 
ience prior to training^ but the majority were _ unemployed at 
the_time of entry into training^ On a related indicator^ a 
large number of Suhsol youth (49 .2 percent) reported that 
they had job training before entering the enterprise , while 
only 27.0 percent or less of the youth at the other 
enterprises had prior job training. 

Thus, the data indicate some differences ^in the 
characteristics^ and background of youth entering training in 
the four enterprises. However, when differences exist by 
enterprises, a dichotomy emerges between youth enrolled at 
OR/NE and, as a group, youth enrolled at Sunsoi, Beginner's 
tuck, and Synergy II, 

Youth Status at Termihatibh 

While enterprises in the P/PV initiative were successful 
in recruiting unemployed, disadvantaged youth for training, 
these enterprises were unsuccessful in meeting thei r 
training and job placement goals. As shown in Table III-2, 
less than 60 percent of the. y_buth who entered training 
completed their enterprise-defined training _ objectives. 
Completing training objectives did hot necessarily result in 
a positive outcome at termination such as enter ing a job , 
full-time enrollment in school br a trailing program. Only 
38 percent of the youth terminated from the programs with 
"positive" outcomes: 33._7 percent of the youth entered jobs; 
2.7 percent entered full-time school; and 2.2 percent 
entered training. 
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TABLE in-2 



MiCiPWiT QUOTES: TRAINING m TERMINATION 



Category 

Training ettfecoia i 
Conipletea Training 

Yes 
NO 

tinknbuii 
Total Enrbllisent 

Terffiij ation-Btttcoie i 

Positive Teriatnstion 
by Type 

iihsabsidizea Job 
Fall-tiaa Schobl 
Other CETft Training 
Non-CETA Training 

Total Pissittve Termination 

Negative Tersination 
by Type 



Laid-bf£ 

Health 

pregnancy 

Family 

Transportation 

Belocate 

Quit 

Involuntary 

Oneraployed-seeking work 



Open. Road / 
-^NeW-Entergrbes^ 



Unknown 
Total Negative Terminations 



4i 



26 
23 
4 



31 
0 

C 

_1 

32 



49.1 
43.4 
7.5 



S3 100.0 



58.5 

1.9 
60.4 



0 




1 


1.9 


0 




3 


5.7 


1 


1.9 


0 




4 


7;5 


0 




0 




6 


11.3 


__6 


11.3 


21 


39.6 



BegihheEi8-taek_ 



14 
1 

0 



0 

0 
3 
Q 
0 
2 
0 

b 

13 

I 

--1 



36.1 
2.6 



15 39.4 



7.9 
5;3 



34.2 

io.s 

2;6 



23 60.5 



26 


66.4 


13 


35.1 


12 


31.6 


24 








__e 




38 


ibb.i) 


37 


100.0 



10 
2 
D 

b 



0 
0 
2 
1 
0 
2 
7 
6 
1 
I 
5 



27.0 
5.4 



12 32.4 



5.4 
2.7 

5.4 

18. 9 
16.2 
2.7 
2.7 
13.5 



25 67.5 



42 71.2 

17 28.8 

— J 

59 10b. b 



2 
1 

0 

0 

1 

5 

lb 
1 

24 
I 



3.4 
1.7 



1.7 
8.5 

16.9 
1.7 

40.7 
1.7 
1.7 



46 78.0 



8 


13.6 


63 


33.7 


2 


3.4 


5 


2.7 


2 


3.4 


2 


I.l 




1.7 






13 


22.1 


72 


38.6 



107 57.2 

76 40.6 

J. Jii 

187 100.0 



2 
2 
5 
4 

2 

J 
21 
7 

38 
12 

115 



T|5 

61.5 



NOTE 



: Percentages do not necessarily add to 100 due to 
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ftithough there is little available in the way of 

statistical data that could clearly account for these dismal 

outcomes^ a few genejral points can be made , some in light of 
earlier process documentation discussions. 

• Since placement efforts. were directed at program com- 
pleters^ the shortfall in the number of yauth 
completing training objectives had an adverse effect 
on job placements 

• The job placement rate was fei|her at OR/NB (56.6 
percent) where between brie and five youth entered 
trairiirig at ariy brie tiihe^ thari at Begiriner's Luck 
(36.8 percent) , Synergy ii (27*0) and Sunsol (13.6 
percent) ^ where between 11 and 18 youth entered 
training at each periods 

• When job j5lacement did occur , the majority of youth 
entered full-time jobs (96. 8 percent) in training 
related occupations (68.3 percent). (See Table 
III-3) 

• Although comparable wage data were not avaij.able for 
the Open Road/New Enterprises youth who get jobs, 
data for the other three programs indicate that few 
youth wer_eL pXaced on jobs Where the starting hourly 
wage Was $5.00 or more. 

Even with sketchy data on terminatJ:on outcom^es , the avail- 
able data showed that the majority of youth who entered 
training in' the enterprises did not enter private sector 
jobs once they completed training. 

Post-Trairiiriq FbllbW-up 

in order to provide some indication of tfte^ "long-run" 
emgloyabili ty ef f ects_ o^^^ training in the enterprises, youth 
were interviewed at three and eight months after termination 
f rom _the program.. Drily ybuth trairied _at_ Sunsol , Synergy II 
arid Begirirter's Liick were admiriistered fbllbw-'up questibri- 
hai res ; I3R/NE youth we re ribt iricl uded iri the fcl low-up 
survey i 

Table iii-4 shows summary data on seiej^ted responses 
bbtairied from youth trained at three enterprises in the- 
initiative. One must be cautious about generaliz_i_ri:g__ f rom 
the data_sirice less than half of the total youth trained at 
Sunsol, Syriergy II, _ arid Begiririer's Luck were iriteryiewed. 
Only 35i 4 percent 6£ youth interviewed at three mbriths _arid 
45. 2 percerit bf the youth interviewed at eight months after 
program term^ination reported that they were "presently" 
working at a full-time jobi Al thoug^h un_em^piqyed when 
iriterviewed, 13.8 percent of youth at three months and 24.2 
percerit at eight mbriths iridicated that they had worked on a 
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Total Enrollment 



7iS 



53 .... 38 37 — 59 



Total Eihployiiient 31 



Part-Time 
Data Not Available D 

Type o£ Job 

Labor 



Data Not Available 0 



Data Not Available 0 



U 10 — 8 



Moynent 18 1 X of _ 5g^5 „ 3g_8 27.0 - 13.6 

Ehrblliiierit 

Type of Eiiiployient 

FulMi.e 31 100.0 13 92,9 9 90.0 B 100.0 

Part-Time 0 P — 10,0 0 ---- 



1 U 0 0 



Training Related 22 71:0 10 UA 8 80.0 3 37.5 

Skilled/Other 9 29.0 21. 2 2Q.0 4 50.0 1 



p 0 — 1 12.5 

to 71.4 8 M 3 

3 21.4 2 20. 0 4 

I 7.1 0 — 0 



53.00-54:99 0 n 85;7 9 90.0 | M 

$5.00-$6.99 0 . 10,0 50.0 

Data Not Available 31 100.0 I 7.1 0 — u 

Referred by Prbgraiit 



22 71.0 13 92.9 9 90.0 4 50.0 

ir 9 29.0 6 1 iO-0 I 50.0 



1 7.1 0 — 0 



mt : Percentages may not total iOOt due to rounding. 
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TABLE ni-4 



SELECTED RESPONSES FROM THREE MONTH AND EIGHT MONTH PARTICIPANT 



OLLOH-UP SURVEY 



Beginner's 

3 iiio 



(I) 



Luck 
8 mo 



Synergy II 

3 mo 8-it 



Sunsol ^_ 
3 io B mo 



(4) 



(*) 



Total 
3 mo 8 
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Working Full-Tiine 

Yeky presently . ^ 
No, but worked since training 
No, but worked part-time 
Never 'worked 



34.8 
i3.0 
13.0 
39.1 



42.1 
31.6 
10.5 
15.8 



27.3 


35.0 


45.0 


56.5 


4.5 


10.0 


25;0 


30.4 


13.6 


15.0 


10.0 


4.3 


54.5 


40.0 


20.0 


B.7 



35.4 
13.8 

12. '3 
38.5 



45.2 
24:2 
9.7 
21.0 



Has hourly wage 

Increased .. 21,7 26.3 

Decreased -8'^ """" 

Saie . /' 13.0 IS; 

Never Worked 39.5 15.8 

No Response i^-^ ^2.1 

Nuifiber of Respondents (23) (i9) 

Response Rate Rate at Each Wave 60. 5t 50. 0» 



22.7 


25.0 


50.() 


52.2 


9.1 


5.0 


15.0 


13.0 


4.5 


20.0 


10.0 


8:8 
8.7 


54;5 


40.0 


20. () 


9.2 . 


10.0 


5.0 


17.3 


(22) 


m) 


120) 


(23) 


59.5* 


54.11 


44. 9« 


40.0 



30.8 
10.8 
9.2 

3B.S 
10.7 



(65) 



4B.5t 



35.5. 
6.5 
14.5 
21;0 
22.5 



(62) 
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NOTE- participants interviewed at eight months are not necessarily the same youths who were interviewed at three months. 
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full-time job since leaving the prog ram * Nearly 39 percent 
and 21 percent of youth responding to the three arid eight 
month survey^ respectively, had not worked since they had 
left the program. 

Few of the youth interviewed reported increases in their 
hourly wages, if they were or had beeri employed since 
trairiirig. Only 30.8 percent «5£ the youth interviewed at 
three months and 35.5 percent interviewed at eight months 
reported ah increase iri their hourly wages oh their jobs* 

The follow-up data here is minimal and cOriclusioris must 
be drawn with care. Even with the limited data, it is clear 
that hone of the eriterprises were saccessful in meeting 
their employment and trairiirig' objectives, particularly in 
placing youth iri unstibsidi zed jobs. For the few youth who 
were placed, the available data did not permit a de^rmm- 
ation of the length of time these youth remained employed 
after program termination. However, the majority of youth 
interviewed in the post-training survey were unemployed_ both 
at three and eight months after program termination. Though 
hot conclusive^ when taken together, the available ^ata 
suggest that enterprise trairiing did not improve the- 
employability of the majority of youth who were enrolled i"n 
the initiative. The data further suggest that employment 
among youth after training was characterized more as 
transient thari stable. 
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NOTES 

1/Under its EDft funding, i3R/NE was permitted to recruit 
persons who were as old as 24 years of ag^e. Persons aXre'ady 
enrolled at OR/NE were pennitte<3 to complete their traii^irig 
under P/PV funding. 

2/Fbrty (40%) jJercent of the trainees at OR/NEP were 
identified as the family "head" when they entered training . 
See Public/Private Ventures, "Xouth Entrepreneurship: Third 
interim Research Report," report to U.S. DOL, Office of 
Youth Programs, Washington, D.e., Winter, 1980 (Philadel-- 
phia^ Winter, 1980) . 

1/For the eight enterprises ih_ the OR/NE network, the 
• number of youth in training ranged. from bne_ to five persons. 

At Sunsol, Beginner 's^ tuck and Synergy average par- 

. ticipant enrollment during each training cycle Was eleven, 
eighteen, and seventeen youth, respectiv:eiy . 
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eHAPTER IV 



V 



> emMMIQtj; ENTERPRISE DE 

— ' ' 



This chapter evaluates the success of three of the 
enterprises in the P/FV's Youth Entrepreneurship Initiative 
in fulfilling enterprise obiectives— sales , profitability, 
expansion and, most fundamentally, enterprise survival. _ 
Because of the lack of availability of comparable financial 
information, 6R/NE is not reviewed in this section. 
(Related findings were discussed in ah earlier P/PV report 
and are included in Appendix k,) A basic issue to be re- 
solved is the compatibility of enterprise and trairiing 
objectives in the context of a new small business. Before 
proceeding with the analysis, some discussion of this and 
other important enterprise development problems and issues 
is in order. 

ISSUES 



Reconcilxnq Business and Train i ng Qbiectt^ves 

There appears to be no inherent incompatibility between 
attaining (or maintaining) profitability and training indi- 
viduals to carry on the purposes of a firm. ThJS is espe- 
cially true in large organizations with cohsiderabae^ resour- 
ces in terms of human and physical capital, financial assets 
and leverage. in the case of small businesses, however, 
especially new small businesses, the drain on existing time 
and scarce resources which training involves, takes away 
from the immediate concern of the firm— short _term, survival 
and profitability. P/PV-funded enterprises _ fell into th. 
latter category in that they were small businesses. They 
had to contend with all the P^^oblem^ ^hat ^convent lonal 
small ^ struggling businesses face; and they had the added 
responsibility of meeting training goals. 

For these firms, it is appropriate to ask whether enter- 
prise and training objectives can be opt imally^,_or ^even 
adequately, attained as joint objectives. The implied hypo- 
thesis is that the inclusion of training as a goal parallel 
(if not superior) to that of generating business profits 
seriously challenges the short-term survival of the firm in 
two ways: (1) by inducing an allocation of resources which 
is suboptimal from the standpoint .of ^^^^^^^"^ 
ability; and (2) by imposing a social obDective--the train- 
ing and placement of disadvantaged youth— whic^h entails 
Idled costs. These threaten to turn the ostensibly profit- 
making character of the, business into a hybrid P^^'^"^ 
for-profit enterprise, i.e.,. one in which the quality of 
training services to clientele takes precedence over, or is 
of equal value with, business profitability. 
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Methods/Levels of Capi tali zatidh 

There were two basic sources 6£ capitalization for the 
Youth, Entrepreneurship enterprises: (1) P/PV subcontract and 
(2) other sources^ e^gi, individual ihvestors>^ corporatibhs^ 
foundations, and even the project's sponsoring organization^ 

in the first phase of the initiative,. OR/NE made a 
strong effort to market their enterprises and attract other 
sources of capitaic Their efforts were successful initial- 
ly as capi tal investment came in f rora corporaA^J^^^^ founda- 
tions and individual investors. Two significant points can 
be made^ (1) the spbhsbririg organizations and enterprises 
prepared a marketing "prospectus^" and (2) both the enter- 
prises and the investors expected return _bh capita]^. In the 
second phase of the initiative, hone bf_ the _ three enter- 
prises. Beginner' s Luck, Synergy II or Suhsbl actively or 
systematically sought outside investment or funding • All 
three relied on P/PV resources , and pro jected earned revenue 
and potential investment from the sponsor ing organizations, 
with little or no expectation of return on capital by either 
the "investors" or the enterprises, 

Enterpr ises-^an d the L o cal M arJcet:s 

Each enterprise was established with a product/service 
which represented a potential growth market in _the geogra- 
phic area in which the enterprise Was located. The problem, 
however > concerned the Way in Which the enterprises focused 
on and approached their market or "segment of the market." 
With the exception of Synergy IE, the enterprises, made 
either gudgment or timing errors wl^ich severely affected 
the sales and revenues generated. 

Begihher's Luck was located in a large university 
complex which could reasonably have been identified as a 
read^-made market. This market^ however, was^ depressed 
during the summer months r when most students. Were aWay^ and 
Beginner's Luck did not develop a plan and was unable to 
market its services successfully to the summer population. 

Suhsol chose to focus on a segment of the market ^^ch 
was financially unable to create a strong demand _ for 
Sunsoi's goods and services. Low and moderate income people 
may have considered solar energy products a "luxury." 

Synergy 11 knew its market— New York City--sihce the 
experience of bdth_ the Educational ftliiance and Synergy I 
provided Synergy XI With management, market strategies and 
analysis^ and prior experience in , the retail clothing 
business. 
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Less vs. Existing Bw 



Existing business operations have a better chance for 
success than new business start-ups. The start-up problems 
of Surisol far exceeded those of Synergy II, which was a ^ 
replication of another retail clothing store. Synergy I. 
Beginner's Lacfe, which was modeled after its very successful 
parent, the Restaurant School, would have been operational 
much faster if local gbvernfflental requirements had ^not 
blocked rapid recruitment of the targeted youth. Both 
synergy II and Beginner's Luck were able to avoid some of 
the start-up operation pitfalls which plagued Sunsol because 
they were able to draw on the resources of existing and 
parallel enterprises> that is, their parent organizations. 

■q.ir^essv^^^4X4i^ of Enterprises in RelaUons&lp to Pat terns 
q£ Similar Smal l Bu si nes ses 

in general, the three enterprises fit the d|velopment 
pattern of small businesses in that the P/PV-funded enter- 
PJses had a high f.ilur, rate. Although tv^^ ^hterprise^ 
Surisol and Synergy, may continue, they will_ do so wi^n 
iubsidies" ra?J?er than with only retained earnings or out- 
side capital. Of tne three industries— restaurant owner- 
ship, "itail clothing, and solar unit fabrication Begin- 
ner's Luck is in an industry with one of the h^ighest first- 
year failure rates — over 70 percent, while Sjnergy ii m 
the retail clothing field had the best chance of success. 

Staffing — ^itterns/Levels/Cap abi^U£i^ 

All enterprises were affected by substantial and sighi^ 
f leant staff turnover. ftt the middle and top management 
iP^Pls these staff changes resulted in sjiifts in operating 
poUciesf Clause of turnover and shifts key positions 
went unfilled (or were not clearly defined) for varying 
periods of time at critical points- in program operations. 

All of the enterprises carried larger staffs than 
similar businesses of their relative .^izf-^^^^ Staff is re- 
ferred to in a broad context which includes project and 
trainee personnel.) The greater staff si ze/\was^ due pri- 
marily to training requirements. Additionally ,-, bex:aus^e of 
funding requirements and training dbligations, the busi- 
^iSses werl unable to reduce staff when sales/revenues 
failed to meet projections. \ 
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EmtUAT I ON OF ENTERPRISES AS ENTERPRISES 



Trained labor is a normai joint-product or by-prqdact of 
any going concern^ but this does not imply the production of 
salable output. The latter is primary and the former secon- 
dary^ if, indeed/ it is recognized as an. objective at all^ 
The fundamental issue or dilemma is the degree of cpmpatia- 
bility or cd_nflij::t_ between "training" and "pro ob- 
jectives . Presumably , like most economic obj^ecti^ves , thei r 
relationship is a mixture — partly complementary and partly a 
trade-off . 

Training of individuals for both line ahd_ staff func- 
tions is an bn-going process, and the quality of this train- 
ed manpov;er is one of the most crucial elements in the long 
term survival and success of larger firms. To what extent 
do enterprise expenditures on labor training further enter- 
prise development or pirbductibn objectives, and to what 
extent do they serve other objectives? It suggests a second 
methodological dilemma-- that ^ sbmehbW^ training inputs and 
outputs must be divided into two parts though they are both 
embodied in individuals .training inputs and outputs are 
only separable in a "classroom training model," in which one 
set of persons^ "the trai_ners," provide the inputs and 
another set, "the trainees^" become the outputs. Here, the 
input/output distinction is unclear or inappropriate. 

Even with these methodological problems, efforts^were 
made in this evaluation to identify time spent on trairiirig 
functions and to measure the cost of trainees' "direct 
labor"- in helping to produce salable output. We cannot 
identify^ however, the value of learning on-the-job, nor the 
value of sales foregone because of poor quality work by 
trainees^ Nevertheless^ we shall see that the data permit a 
reasonable judgment to be made about the combination of 
training and business objectives in the enterprises^ 

Suhsbl 

The data from Suhsbl^ though hot without problems ,_ are 
far more complete than data from the other enterprises. 
Analysis of these permits us to probe most of the^ basic 
questions raised by the Youth Entrepreneurship Initiative, 
whereas data from the others allow only a more superficial 
treatment. At a minimum, the analysis suggests the degree 
to which trairiirig and enterprise objectives are in conflict. 
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The fiscal analysis included in this evaluation jepre- 
senti program cost arid eriterprise cost -as subsets of demon- 
stration cost. These three categories are defined as fol- 
lows : 

i dembristration^QSt. , cost associated with the 
iriitiative's objectives— learning , evaluation, 
replieabili ty; 

• program cost , cost associated directly with 
bperatirig both the training arid eriterprise 
coinporients; and 

« enterprise cost , cost attributable only to 
business bperatibris. 



After makirig riecessary adjustments for cbmpatibility. Table 
iV-1 and Table tV-2 shbw these costs as defined above. (ft 
detailed a '^llssion of the method ^^^d in adjust ing the cost 
data is provided in Appendix 8 J As indtcated by Table IV- 
1, total program cost ($402,674) acco""^^*^ ^/^^^ 
o£ the total demonstration cost. Eriterprise operatioas~the 
"buiiriess- side of the Youth Entrepreneurshtp pro3ect-- 
accounted for abbUt $233,000, which is 52 percent of total 
coSriJd nearly 58 percent of project cost. Participant and 
training cos t s— rej)r esent i ng the "training" side the 
project--accounted for nearly $170,000, about 38 per'^ent of 
total cost and 42 percerit bf program cost* 

Hbwever, categorizing cost in this manner does not pro- 
vide a complete picture of the cost of solar' business opera- 
tions. Table IV-2 shows these costs, brokeri dbwri into gross 
categbries. 6f the $232,894 estimated for enterprise opera- 
ting costs, administrative overhead and office and com- 
munication expenses (specific to the enterprise) ^^^^^^ted 
for 34.2 percent and 10.7 percerit, respectively. Slightly 
more than &5 percent of the operatirig cost was attributed to 
the sale of solar units, i.e., "cost of goods sold," which 
included direct labor arid materials cost* 

Although industry data are riot available for this type 
of busiriess for comparison, we cari make some general remarks 
about the profitability of the eriterprises and effects of 
training objectives on profits (or the lack of profits). 

Excess Ov erhea d. High overhead can doom a fledgling 

biisU^. Thin^rs the case with Sunsol . As measured by 

its sales volume, Sunsol had Ari aver age, g rossprof_i_t of 
$476 ori each solar unit sold. Although this gross P^^^J^ _ 
Dermitted nearly $21,000 in overhead, the actual 
was nearly $80,000— thus an excess overhead of almost 

$59^000.1/ 

07 



TABLE IV-i 



SUNSGL: COMPOSITION OF COSTS 



Demonstration* Program 



Administration 


S 45,311 


16. 1 






Enterprise Operating Costs 


232,894 


52.0 


$232,894 


57.8 


Participant Costs 


' 127,358 


28.4 


127,358 


31.6 


Training Costs 


42,512 


9.5 


42,512 




Total 


$448,075 


100.0 


$402,674 


iOO.C 



*/fhe in-house costs of P/PV's R&D work are not included since it has not been 
possible to disaggregate these on a project or program basis, 
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TABLE IV-2 



sisOL: TOTAL ENTERPRISE mmM COSTS 



Cost Category 



Level ($) Percentage (1) 



Administrative Overhead* $79,691 34,2 

Office & Communications** 24,812 18.7 

Cost of Goods Sold*** '62,970 27.0 

Other Operating Costs 65,421 28.1 

Total $232,894,^ 100.0 



♦/Includes: Staff salaries allocated .to enterprise. operations, ^c^ , 
cdrpotate services, and consultant and professional services, all calculated from^ 
the itidhthly invoices. 

**/Includes! Office expenses, telephone, occupancy; postage, express, etc.? 
and consumable supplies, all as itemized on the monthly invoices, _except, in the^ 
case of Sunsol, for 20% ($549) of telephone expenditures allocated to Administration [hi 

00 ***/Inciudes: Direct labor, direct materialy dbnatibiis/ installation supplies, 

fabrication supplies and other "expenses" as itemized on the profit and Id^s statements. 
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Enterprise Prof itabjlitg ^ Enterprise profitability ^ is 
shown in Table IV-3. The Sunsol enterpr ise sustained sig- 
nificant losses in every one of _its 14 months as a P/PV 
project, from a high 939 percent of sales in July 1980, to a 
low of about 28 percent of sales_ in the_ _last inonth (April, 
1981). Total losses were $175 , 311 ^ or 210 percent of s^^les^ 
In a standard business enterprise, the extent pf the^e 
losses, would be judged with respec^ to capital invested. 
Strictly speaking, there is no investment capital in Suhsol^ 
i.e., no debt or equity on which a "return" is expected or 
required. 2^/ Yet in every sense except a legal_ sense, most 
of the grants provided to Sunsol for the Youth Entrepreneur- 
ship Initiative should indeed be viewed as J^capi tal . " If 
the P/PV subcontract amount, $246,690, is used as a reasona- 
ble approxiinatidn of Sunsol investment capital 3/, Sunsol 's 
return on investment was (-) 66.7_percent — a loss of two- 
thirds of its capital. (See Table B-1 in Appendix B;) 

Training Effects. Sunsol provided training to 59 youth. 
(As mentioned in an earlier discussion, only eight were 
placed in jobs at the conclusion of training.) The esti- 
mated cost to provide this training was: 



' : Direct Training Cost . $ 42,512 

Trainee Wages ^ . ^ .... . 127,358 
Excess Overhead . . • i 61,644 

Total Estimated Training Cost $ 231,514 4/ 

This total cost is an indicator of the excess burden to be 

borne if employmeht arid training object ives are accorded an 

importance as great as production or profit objectives in 
the Sunsol enterprise. 

This estimate of training cost is drily indicative of the 
effects of training on enterprise profitability. First, 
sales would have_ had to increase substantially to cover 
training cost. With an average unit sale price of $^1/895, 
Sunsol would have had _ to sel 1 122 more units during the 

subcontra"ct period simply to cover its training cost. (Only 

44 units were sold.) Second, Surisdl _ would have needed to 

reduce either the number of individuals iri training at. any 
one time or the number of trainees used on installation jobs 
as a mearis of reducing training costs . Yet^ this would only 
have reduced some training costs, while other training costs 
would have remairied relatively fixed, e ig. , equipment and 
materials. In shorty few routes existed to adjust the cost 
of training downward. 
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TABLE IV- 3 



SUNSOL: ENTERPRISEPROFiTABILITY 
(March 1980 to April 1981) 



Month 



Net Profit/ EOC/ 
Lo ss S ales 



Profit (loss) 
as % of 



March 
April 
Mo-- 
June 



Augus t 

Sept 

Oct 

Nov 

Dec 

Jan 

Feb 

March 

April 

TOTAL 



-0- 

69 0 
2,213 
2,093 
2, 270 
9,109 
5,533 
8,854 
4,764 
7, 503 
843 
16, 343 
15,516 
6,548 

83, 578 



9,066 
12, 14 5 
12,641 
14,452 
23,588 
20,275 
37„942 
21,008 
15, 582 
18,264 
14, 301 
22,634 
28,629 

8,363 

258, 890 



$( 9,066) 
( 11.455) 
( 10,428) 
( 12,359) 
( 21,318) 
( 11,166) 
( 31,309) 

^ ( 12,154) 
{ 10,818) 
\ 10,561) 
( 13,458) 
{ 6,291) 
( 13,013) 
( 1,815) 

(175, 311) 



17.50 
5.71 
6 .90 

10.39 
2.23 
5.72 
2.37 
3. 27 
2.40 

16.96 
1.38 
1. 83 
1.28 



% 

(-) 1660.1 

(-) 471.2 

(-) 590-5 

(-) 939-1 

(-) 122.6 

(-) 472.0 

(-) 137.3 

(-) 227.1 

{-) 140.2 
(-) 1596.4 

(-) 38.5 

(-) 83.3 

{-) 27.7 



3.10 (-) 209.8% 



*/Ohly a summary project report was available indicating- 
how sales dollars were allocated against various cost categories. 
There is, therefore, no rtionth-by-month accounting of this, so 
the total sales dollars Used to defray Enterprise Operating Cost 
(EOC) items a^e simplY_:^Xlocited_using,_ a monthly average 

of $5,351 per month ($74,918-^-14 months). 
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other highlight^ of Siirisbl's financial performance are: 

• Sales were slow to develop and were very erra-- 
tic. Overall , for the 14 months o£ data , the 
sales curve does show some upward movement; but 
every time there was an increase in a particular 
month sales fell back the following month. (See 
Figure B--i in Appendix.) 

• Enterprise operating costs tended to decline 
somewhat during the subcontract period , from ah 
astronomical 16.96 times the January 1981 sales 

figure to less_than 1.83 times ths_ March 1981 

sales total. For the 13 month period^ operating 
cost averaged over 1.5 times sales. The thir- 
teen months of net losses can be attributed to 
the erratic yet consistently high level of 
operating cost. 

Staff salaries { including fringe benefits) were 
consistently the largest operating expense item, 
averaging 46 percent of the total monthly in- 
voice expense^ Clearly^ this is the single 
largest item contributing to high operating 
costs. 



SunsolVs financial performance was eKtrenseiy poor. the 
enterprise did show some growth in its sales, but this 
growth was unsteady.. This problem _ was compounded by an 
excessive cost to produce and sell solar units, ^due in large 
part to the high operating expenses incurred bW prof essional 
and trainee salaries and wages. Sunsol* s constantly chang-- 
ing relationship to its parent organ! zation,ehicahos Pbr La 
Causa, and the resultant absence of a clear marketing strat- 
egy contributed to the financial uncertainty of the business 
as well. 

Beginner* s Luck 

The Beginner's Luck restaurant opened oh March 7, 1980 
and' closed on June 30, 19ei* Nine monthly profit and loss 
(P/Lj statements are avail able-^^-fjrom March, 198l0 through 
August^ 1980 and from January^ 1981 through March, 1981. 
None are available for tht final three months of operation. 
The Beginner's Lu_c_k _da_ta _aiso do not permit identification 
of enterprise costs distinct from demonstration costs. The 
following points^ can be made based on available data: 

c In eight o£ the nine months of prof it/loss data , 
losses were registered^ Only April 1980 showed 
a small profits (See Figure 2V-1.) 
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FIGURE IV- 1 



Net Profit 
$9,000 



BEGINNER'S LliCX: MONTHLY PROFIT BR t0SS 
(Harchi 1980 to March, 1981) 



6^000 



3,000 



-3,000 
-6,000 
-9,000 
Net toss 



$1,551 



"Mar Ipr Hay June July 5ug Sept 5eF 
I I 



Nov Bee ?in Fe? HaF 



Time 



-2,461 -2,188 



-4*,624 



-3,146 



-8,741 



$9,834 - 



-10 



471 



-12,262 



NOTE: The Beginner's Luck contract period was from January, 1980 to July^ 1981. 
BeginneFs Luck was not in operation for period 9/1/80 to 12/31/80, Monthly Profit/Loss 
--Statements were not available for Aprils May and June of 1981. 
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• Sales were erratic* They shbw; an initial in- 
crease, from $13,899 in March 198j..-{the first . 
month of operation) to $18,482 as of April 1980. 
The next four montl-^.s, from Ma^ to August 1980 
show a steady decline in _s_ales. Sales increased 
steadily upward from $8^575 in January 1981 to 
$15,558 as of March 1981. {See Table B-2 in 
Appendix.) 

• Operating expenses while moving in the same 
general direction as sales and cost of goods 

' sold, averaged 101^78 percent of sales _during 
the nine months of data availability. _ This is 
more than twice the industry average figure ^ of 
4 5.4 percent. The extremely high operating 
expense figures are the single most important 
reason for the heavy losses incurred by Begin- 
ner ' s Luck . For five of the nine monthly pro- 
fit/^loss statements, operating expenses averaged 
approximately 130 percent of sales. No smail 
business can survive such a tremehdbus outflow 
of resources for long. (See fable B-2 arid 
Figure B-4 iri Appendix.) 

• The adverse ' impact of high expenses on the 
profitability of Beg inner/ s Luck is apparent 
from examination of the behavior o^ wage and 
salary expenses over the life of the busiriess. 
A riirie month analysis of data shows that two 
thirds (67 percent) of all operating expenses 
can be accourited _ f or by wages and salaries. 
Even during the slow m^>nt'hs of June, July, and 
August, wage arid salary expenses averaged well 
over 68 percent of monthly operating expenses. 

• Giveri the. data for Beginher^s Luck, without 
reducing operating expenses the restaurant would 
have had to average an additional $5,486 ^ 50 ^ per 
morsth o£ revanues to break even during the eight 
ii^'^nths showin^j hec losses. However, given 
Beginner' s Luck inability to stem the r^pid 
increase in c^st of sales arid bperat irig ^^x- 
penses^ thi^ is an especially conservative 
estimate . 



The f^naricial '^^erformarice of Beginner ■ s Luck refiects a 
number of _ programitia t:tc factors^ such as the lack of con- 
tinuity end direction caused by the hig_h staff turnover 
rates. The decline in sales from May to August corresponds 
with a drastic reduction in the restaurarit's student clien- 
tele produced by the University's summer break iri classes. 
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The imprbvement in sales beginning in January 1981 coincides 
with the. beg inning of the__new reformatted second cycie of 
.Beginner's Luck training and operationsi 

in the case of Beginner ' s Luck / we lack the data to 
render an accounting and analysis of enterprise versus 
training costs as in Sunsol. The data presented above on 
profitability^ operating costs, etc., suggest conclusions 
similar to the Sunsol case. There appear to be excessive 
Operating costs, due in large part to the salaries and wage 
component which may be largely analogous to the excess 
overhead identified in Sunsol. There is here, too,/ a con- 
sistent pattern of losses, totaling $53,257. The latter _ 
implies a (-)19.3 percent return on the P/PV "investment of 
$275,420. In sum, the failure of Beginner's Luck as an 
enterprise is also apparent from this evaluation. 



The Educational Alliance's subcontract with P/PV to 
establish Synergy II commenced on April 1, 1980 and termi- 
nated on May 3/ 1981. Although charges were made to the 
P/PV subcontract duri^ng this period, actual operation of the 
business did not commence until late Jurie^ 1980: Financial 
analysis of Synergy II is impeded by the following problems: 

i — 

• tJnlike Beginner's Luck and Sunsol, inost^ monthly 
profit/loss statementis for Synergy I and 11 gpe 
not av.aiiable. While charges to P/PV pfer th/^ 
monthly invoice summaries indicate monthly costs 
by project component j comparable sales summaries 
are not available fofi all months. 



The three Quarterlyifiscal Operating Reports 
available treats Synergy I and ii as one business 
enterprise. Treating Synergy i a nd 1 1 i n^ a 
consolidated manner al\lOWed Synergy I to subsi- 
dize some of Synergy il's losses. This tended 
to inflate Synergy ii's\ profit. 

Qne bank account was maUntained fo^ both busi- 
nesses and some Opera ti^ng expenses were taken 
from a joint fund Which does not appear -to have 
been reimbursed by Synergy II when funds were 
usea for that specific enterprise. 



These problems mean that we .are bbserving not Synergy 
11^ but a composite of a new ahd an already established 
enterprise. Ttius, to an unknown degree, the reported sta- 
tistics are clearly biased as a refjresentation of the ^ 
performance of Synergy II. Profitability is overstated j and 
costs understated. Given the Constraints of the data, 
certain analytical points can still Vbe made. 
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viewed together^ Synergy I and II (hereafter, 
simi5iy "Synergy") generated sales of $99,708 
during a nine month period {from April 1980 to 
December 31, 1980). Mohth-tb-mohth* these sales 
increased, then decreased. (See Table IV-4.) 



• it appears that although Synergy showed a strong 
capacity to generate business revenue, there was 
a lack of cohsistehcy in this trend. (See Table 
17-5.) 

44 Based upon the computed quarterly expense 

figures^ Synergy showed a profit in only one 
quarterly period of bpefeition. 

^ Crj&t of Operations for the 3un&f Se pit ember, and 
Oit'ember quarterly st^taJteerrts remained consider- 
ably above the 60*4 percent industry average fb£ 
apparel and accessory stor'as. 

Synergy II appears to have been the least financially 
trbubled^of all three project enterprises and the one most 
likely to continue to operate successfully after cheP/PV 
grant period , The boutique benefited from the earlier 
experience of Synergy I. both financially and through the 
seasoning which derives from having already operated ^a 
similar business. It is impossible here, as with Beginner s 
Luck, to provide quantitative estimates of the extent to 
which overhead t training and demonstration activities sad- 
dled the enterprise with excess costs and impaired enter- 
prise Viability. 



CQSCLUDING OB SERVATIONS 



The three enterprises we have analyzed are very dif- 
ferent--in locations, industries, histories and personnel. 
Yet their performance reveals similarities suggesting some 
general observations. 

First, the, tehsibh between enterprise and training 
objectives is apparent in all cases, not only in the process 
documentation but in the numerical analysis pL-esented thus 
far. This is not a surprising observation. The pursuit of 
a mixed training and profit agenda is .especially problematic 
for new small businesses. Entrepreneurial histories point 
rejJeatedly to the compulsive, singie-mindedhess which 
characterizes an entrepreneur's gfiforts to build a business, 
with little capital and little help, the task of enterprise 
formation is consuming and difficult enough even for the 
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TABLE IV- 4 



SYNERGY II: SALES* 
(June, 1980 to Hay, 1981) 



Month Gross Sales 



June (5 weeks) 


$ 6,719 


July (3 weeks) 


5,916 


August (5 weeks) 


41,841 


September 


12,492 


October - December** 


34,374 


January 


2,598 


February 


4,104 


March 


5,500 


April 


4,717 


May 


n/a 



*/Grbss Sales reported after the subcontract peiiod 
or as follows: June, $13,313; July, $16,168; and 
August, $22,207. 

**/ Gross Sales for this period are reported as a 
quarterly amount to P/PV by Synergy 11. 



TABLE IV-5 



SYNERGY i S II: QUARTERLY SALES & EXPENSES 
(April, 198Q to December, 198B) 



Subcontract . . 

Quarter Sales Expenses 



Operating Net Profit 



* or 



J** 

II 
III 



$13,956 ($ 1,538) 

60,249 44,434 $15/815 

25,503 ^1;254 (?i5,751) 



SOURCE: Youth Entrepreneurship Initiative, Quarterly Fiscal Operating Rprts for 
guarterTinding 6/30/80, 9/30/80, and 12/31/80., 

*/dperating expense do not include participant training-related items. 

*VOperating expenses for the quarter ending 6/30/80 are for a perioOf 5 weeks. 
QuartiFly estimates for sales and operating expenses are $36,285 and §41,987, respectively. 
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most capable sntrepreneurs^ undistraeted by other bbjpc-- 
tives. From the standpoint of business development ^ train- 
ing functions r^re literally a distraction from the primary^ 
most critical tasRs y one which no new business can afford if 
it is to survive. 

It would • appear from the business literature that ^ to 
the extent multiple private and social ob^jectives ar^^ 
sued by business, they are pursued mainly by big businesses , 
by business excutives in their roles- as socially conscious 
individuals lending time and money to charitable organiza- 
tions. Even the largest businesses, though^ never confuse 
their objectives — business development objectives are always 
primary and training objectives -ai^^^ secondary. Thus, one 
lesson from the enterprise standpoint of the_ P/PV initiative 
is that h»l:.ed agendas do not work — ^both sets of objectives 
^cah be served on a sustained basis only if one set is clear- 
ly primary and the other is clearly secondary. 

Second, the contrast in performance between Synergy and 
the other enterprises suggests the importance of starting up 
a enterprise from_ an existing business. Sharing of costs 
and the receipt of_ advice and management assistance from a 
. similar successful business must be counted as factors 
contributing to Synergy's relative success. Again, to the 
extent that training activities are a significant demand on 
personnel time, the experience of Sunsol suggests that a hew 
business in particular is nr^ the framework in which to 
employ such activities. 

Finally, the enterprises in this initiative probably 
should be viewed as variations oh a theme of failure from 
the standpoint of capital consumption. Relative to most hew 
small businesses, the enterprises in the P/PV Initiative 
en3oyed a small advantage in having access to large amounts 
of working capital. All of these ente rpr i ses , except 
Synergy, consumed capital at a_ rate which ensured business 
failure, even i£ the project-life time horizons were ex- 
tended . Poor production management poor marketing st rate- 
gies^ arid inadequate fiscal systems doomed these eriter- 
prises--ari outcome not unusual for small businesses i 
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ROTES 

i/Average eost^ average gross profit; and excess over- 
head were compcited based on sunsol estimates reported by^ _ 
CPLC which indicated that the average selling price for its 
solar units was $1,895. This implies 44 "units" were sold 
during the life of the project. The number 44 is ah aver- 
aged rather than an actual number which accounts for, the 
fact that the actual output was a mix of "installations" and 
"assemblies." Thus^ the average cost of goods sold (GQGS) 
per sales ianit was $1^419* implying a g^ross profit per untt 
of $476 (25 percent of sales pricej . This permits nearly 
$21,000 in overhead to be sustained^ where "overhead" means 
indirect Costs of production. Actual overhead is estimated 
to be $79^691. Thus "excess" overhead in the Sunsol enter- 
prise was nearly $59,000 ($79^691 - $20,944 = $58,747), a 
very high proportion (25 percent) of total EOC. If, m 
addition, one assumes that the enterprise must count 
depreciation costs against gross profit^ then a lesser 
portion of gross profits is availaSie to sustain overhead- 
only $18,000. This means that the "excess*^ ts eorres- _ 
pondingly greater: $51,644, or 26.5 percent of EGG. This 
IS the more appropriate figure since an enterprise most be 
able to maintain and/or replace its capital stock. 

2/In Chicanos Poe" Ea eaasa's fall 1980, breakeven 
analysis, however, they expressed a desire to attain a 15 
percent return on sales. 

5/As an approximation, this is biased on the low side i 
Actually " investment" was higher since grants from other 
sources provided "working capital" to some degree. 

4/Sbte, furthermore, this is a "program" cost estimate, 
which omits the added burden due to "demonstration" related 
activities i 
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CHAPTER V 



gaST-EFFECTIVENESS ANALYSIS 



This chapter presents an evaluation of the cost-effec- 
tiveness of "enterprise" and "training" oatcomes as' separate 
objectives. It also provides an analytical framework for 
viewing the trade-off between the two objectives at three of 
the enterprises — Beginner's Luck^ Surisbl, and Synergy II. 
OR/NE is not included in this analysis. 



ENT^RgRXSE 



A good deal of the cost-effectiveness of the Youth 
Erttrepreneurship initis-tive as ah enterprise creator has 
already been indicated by the statistics and remarks of 
Chapter IV, This section, therefore, reduces the issue of 
the cost-effectiveness of the enterprises to one of profita- 
bility and cosipareS the enterprises along this simple dimen- 
sioSi 

The relevant statistics bh enterprise profitability are 
shown in Table V-1. Since it has been es tabl i shed ^( in 
Chapter IV) that none of the enterprises - were pro i.i table , 
enterprises can only be ranked according to the extent of 
negative profits— that is, the enterprise with the least 
amount of losses. A rank can be ascertained by using a 
Return on Sales (ROS) index. According to this profitabil- 
ity ranking, Synergy II is preferred over the bthe*_ t^o 
enterprises because it suffered the least amount 6f losses; 
and is followed by Beginner's Luck and Suhsbli 

TRAINING 



Analysis of the cost-effectiveness of the Youth Entre- 
prerieurship t-raining activities revolves around two aspects: 

• the cost-effectiveness of the training activi- 
ties^ and 

• the cost-effectiveness of "adding on" enterprise 
objectives to what is otherwise a training 
project. 
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TftBEE V-i 

YOUTH F-KTimPRENEURSHIP ENTERPRISE PROF I TftSlLlTy 





Pn i" ^ "r n T" 1 ^ 


Return 0n 
Sales (ROS) 




Trend 




Sunsol 
(14 mos.j 


-66.7% 


113 


si ightly 


up 


Beginner' s Luck 
(9 itios-) 


-51.7 


65 


down 




Synergy 
(4 qtrs.j 


- 1.5** 


2,800** 


slightly 


up 



*/ffiis is the coefficient of variation, eqtiai to the 
monthly mean of ROS's divided by their standard deviation 
(xl00). This is ah indication of uncertainty in profit 
performance .• 

**/The3e estimates for Synergy are crude, based bh only 
quarterly data with two quarters (the first and second of 
1981) missing and one quarter the first one following the 
end of the P/PV contract. The variation is large because of 
a large loss (-62%) during one quarter. The ROS's for the 
other quarters were, in sequence^ 10.7%, 26.3% and 19%. 

Table V-1 shows the index of profit variability for each 
enterEJrise which indicates the degree of uncertainty in 
profit performance. Tii the case of Synergy, the higher 
variation should not be interpreted as negating the signifi- 
cance of their higher profitability. The estimate, is not 
based on monthly data, there, are several^ month' s data mis- 
sing and the business is seasonal... There is bias, however, 
because some of Synergy II *s costs were subsidized by Syn- 
ergy I, so that the figure above (-1.5 jaercent) is an dver- 
estim-^tis of Synergy II 's profitability. Variation in pro- 
fitability 6f each enterprise is high and there are no sig- 
nificant trends ,, except perhaps for Beginn^^r's Luck.i/ (See 
Figures B-2 and B-4 in Appendix*) 
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I. . . 

v-3 

Let us consider each of these in torn^ 

First, the cost-ef f ectiveriess of training activities^ah 
be viewed ^n terms of simple ratios which can be used to 
assess most federal training projects: 

• cost per positive termination^ and/or 

• cost per job placement* ^ ^ 

in these terms^ negative terminatidns are viewed not as ^ 

outcomes Bu^_ simply as costs to be borne in producing posi- 
'^nvB outcomes.^/ Training costs are here defined as a 
combination of /training costs per sej cost of instructors' 
time, etc.) and participant wages or stipends, 

fable V-2 shows, the average participant training cost 
for a positive termination generally^ and for a job place- 
ment, specif ically. 3/ Beginner* s tack had the lowest cost 
per job placement, followed by - Synergy and Sunsol. When 
considering cost per posit ive outcome^, ^he same order 
emerges: Beginner's Luck had lowest cosr^ and Sunsol the 
highest cost. In all cases these costs are notic%ably high 
due to poor placement performances by the \enterpr ises . 

Thus, we rank the enterprises in terms of training cost- 
effectiveness as follows: 



1. Beginner's Luck? 
2* Synergy; and 
3. Sunsbi. 

Second, the cbst-ef f ectfveness of adding enterprise 
objectives can be ir ^erpreted in economic terms as the 
"opportunity cost" of enterprise activities to a project-as- 
a-training program. The question i^be asked then becomes: 
do the added benefits (revehuesj exceed the added costs 
(exfe*a materials and supplies, tools and equipment, man- 
agement^ marketing, etc.) for productior? and sales of 
goods or services? Sunsol is the only project for which 
this question can be answered with some degree of confi- 
dence, and the answer is clearly; no. Estimatei (shown in 
Appendix B) indicate that the "marginal cost of Interprise" 
was over $149,000. This is about $50,000 highe\ than the 
most optimistic estimate of project sales revenuei^ which 
are the marginal benefits to enterprise,^/ if the extra 
(sales) revenues WeEte to exceed the extra (enterprise) 
costs. Otherwise, the projects would be more cost-effective 
if the enterprise objectives were removed with training as 

77 ' 



TABLE ^2 



TRAINING Om M ■ 
BEGINNER'S LUCK, SYNERGY II, MD SUNSOi. 



Beginner's Luck 



Synergy ii 



Sunsol* 



Total Training eosts* 



$180,850 



?151,117 



$169,870 



Total Job Placeiiients 



14 



10 



Total Positive PlacemMs** 



15 



12 



13 



Average Cost per Job Placement 



$ 12,918 



$ 15,112 



$ 21,233 



Average Cbst per Positive Placeitient 



$ 12,057 



$ 12,593 



§ 13,057 



VTotal training costs are participant costs and training. 

**/Total positive placements include total Job Placement and Other Positive Placaneiits, 



**V$113*917.12 or 731 of all of Sunsol's total trainee cests were provided by Career 
MobHTty. These figures incorporate the adjustments mentioned in the discussion of the 
Sunsol accounting scheme as shown in Appendix B. ^ 
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the onlj^ project objective^ Suhsol would have been more 
cost-effective by at least $6, 250 per job placement (29^4i 
morj cost-effective than actual) if, as a training program^ 
it had riot been "saddled" with the task of building a busi- 
ness. With similar accburitirig of project costs and simi- 
larly detailed data , one could make such estimates fb^ the 
other enterprises in the initiative^ ' - 



OVERALL EVALUATION 

An overall picture of the prbjects' cbst--ef f ect iveriess 
in terms of the initiative's two primary objectives is shown 
in Table V-3 and Figure V-l^ 

Clearly, Sunsol is the worst case sihoS it generated the 
greatest loss pe_f dollar of sales and the highest cost per 
jbb placemerit. On the enterprise* score, both in terms of 
profitability^ i^e*, sustaining the least losses, arid sur- 
vival. Synergy is clearly the bast case. However^ in- 
ner' s Luck should not be judged better than Sunsol since 
Sunsol may yet survive in some form. 

The cbst-effectiveriess summatibri is still a mere juxta- 
position and comparison of the separate butcbmes^ riot an 
overall e\7alaatiohi The latter requi res weights tb be 
assigned to the mtaltiple objectives tb arrive, at an bverall 
evaluative measure^ Since the weight assigned tb the enter-- 
prise objective yis-a-vis the training objective is a value 
judgment on which thoughtful people can disagree, we have 
computed overall measures using three alternative sets : of 
weights/ as shbWri in Table V-4- 

Sunsol is least eost-ef£ective bverall and Synergy the 
best, Synerg5^ wojul^ i^e ranked^ second ra^ther than first 
overall only if the r'aining objective were given consid- 
erably mbre weight thari the eriterpr i se objective sinne 
Synergy's p»rbf itability is highly bverest imated • 

C onclu s ion 

The cost-effectiveness of the enterprises in the P/PV 
experiments has been impaired by dual object ivesi The 
evidence indicates that the burden of a mixed agenda works 
bbth ways--the cbst-ef f ect iveriess of a youth entrepreneur- 
ship prbg ram- as- eriter prise is re<iuced by the addi tibri of 
heavy training responsibilities, and the cbst-ef fectiveriess 
of a youth entrepreneur ship prog ram-as- training program is 
reduced _by the addition of heavy enterprise respbhsibil i- 
ties. In the future , prograroL designers should clearly 
designate one goal as "primary" arid the other as "secon- 
dary^" and design the program accordingly, Cbst-ref f ect i ve 
program design and implementation suitable to serving the 
"enterprise* goal are very different from those suitable tb 
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TABLE V-3 
COST EFFECTIVENESS SUMMARY 



Prof itablity 


Cost per Job 
Placement 






On Sales 


(rank) * 


Cost 


(rahlc) * 


Sunsol 




(3) 


$21,233 


(3) 


BL 


-51.7% 


(2) 


$12,917 


(1) 


Synergy 


- 1.5% 


(1) 


$15,112 


(2) 



*/"Rank" is from most favorable (1) to least favorable (3). 



FIGURE V-1 
BLGGK DIAGRAM-OVERALL EVALUATION 



u 
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Synergy 

II 


Suhsoi 

Beginner *s Luck 
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I 

1 
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QUADRANT IV 
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PREFERRED OUTCOMES 
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TABLE V"4 



OVERALL EVALUATION MEASURES' 



Training 



Enterprise 



inking Sets** 
Set 1 " Set 2 Set 3 



Sunsoi 

Beginner's Luck 
Synergy 



1.41 
0.86 
1.00 



44.47 


22.9 


33.7 


12.2 


34.47 


17.7 


26.1 


9.3 


1.00 


1.0 


1.0 


1;0 



*/Training and enterprise >cores shown in Table V-4 ware cc^^ 
with tke figures from Table V-3; Synergy is the base lone ntimer.tc r 
to which the others are being compared. 

**/The weights were assigned to enterprise and training bbjec^xves 
in the ranking sets as follows: in Set .1, enterprise {0.505 and t^ain 
^"g%I?robjectives have equal emphaig; in Set 2, f P"|^^^° T^^i . 
objectives are given greater emphasis than training (0.25) objectives, 
and ?n set trenterprise (0.25) objectives are given less emphasis 
than training (0.75) objectives.. 

-hn^ the overall evaluator measure for nach program was computed 
hus, th^ overall eva ^ ^ ^ overall evaluatdr measure _ 

as follows: M - (o< T) + Se weight assigned to training objectives 

for eacn ranking ^et 1, 2, ^^C^ |S the weign ? .^^^ ^^^^ ^^^^^^ assigned 

for ieach ranking set 1 , 2, 3, t rne tr<=t.n_ ny _ .^-'^ . ent-rurise 
^_ ^^^y^^^-^A r^K-^«--^.ivo« fnr each rankinQ set If 2, J, ana t ii> tue t-i-i- 

score . 
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serviha the "trairiirig" goal, and vice versa; This conclu- 
sion is r nEoreed further by observing that project rank- 
ings alor enterprise measures differ from those along 
training ra^^usures. One set of outcomes does not imply the 
other- i.e., to be cost-effective at training does not imply 
that 'program managers are cost-effective at enterprise 
deveiopmeht (and vice-Versa) . 
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l/T»-end is indicated by vAs^ial inspection of _the graphs 
on entetprise profitability^- not by statistical curve- 
fitting. See Figures B-2 and b~A in Appendix. 

2/fts in the Sunsol case^ where possible participant 
cbsti have been derived net of enterprise payment foc actus 
pibductive time on-the-jobi 

3/"Participatioh" is not, and should not be defined, 
merely as a "body" count of enrollees.Wo adjust the _ 
participation figures to account for different numbers of 
program hours spent by participants in each project. (See 
Appendix B.) 

.4/"piost optimistic" refers to the lil<eliho-':^iU expressed 
in a~Sunsoi final report to P/9V, that Sunsol could_ 
liquidate its inventory at book value, thus g?n*iratinq _ 
$9,849 more in Sales revenues. This would raise totai sale 
Close to $100,000. 
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GHAPTER VI . _ 

Al^m JlECiSMMENDftTIONS 

SUMMARY 



P/PV's Youth Entreprenearship Initiative represented an 
investigation of the concept that ^ with assistance in 
capital formation or subsidy in the form of planning and 
technical assistance, firms staff ed_ in whole : part by 
young people cah^ first, compete^ in the ma_ t: -;!c;e and, 
second, have a long-t^^ ai positive effect or career 
prospects of participants .V/ After examining all of^ the 
enterprises fuhded by ^he Initiative, our main conrl*?sions 
are as follows. 

ENTERPRISE TRAINING DID NOT INCREASE THE EMPL6YMENT PRO- 
SPECTS OF THE DISADVANTAGED YOUTH WHO WERE TRAINEn DUR- 
ING THE INITIATIVE. 

Participation in the program had a short term positive ef~ 
feet on the careers of only a minority the youth who en- 
rolled in the initiative. Long term effects cannot be as- 
sessed* 

ENTERPRISES WERE NOT ABLE TO PURSUEj.WITH EQUAL EMPHA- 
SES, TRAINING OBJECTIVES AND ENTERPRISE OBJECTIVES. 

Training objectives within small business enterprise musn be 
secondary to business prof itability and development objec- 
tives is the business is to survive. Business start-ups 
cannot serve as a training vehicle for di^^advantaged youth 
without significantly increasing the risk of failure which 
is alt'eady high. 

PROGRAM DESIGNS l^^BRE _NpT COST-EFFEeTiVE EITHER A 

BUSINESS OR TRAISIE^G PERSPECTIVE. 

The extremely poor financial jDerfbrmahce of t; businesses/ 
abined wUh inadequarte training results measured in terms 
OL j^lacement in private sector jobs ^ mitigates against 
finJing this program app^<^ach cost-effective as either a way 
to e.<:tablish a successful business ^ a way to enable yout.- 
sr.ove into career Aaddexing employment opoortuni ties . 
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SPPUIFIC^^X 



Empldytnent and T raining Outcomes 

The findings assdciated with empioyment and training 
outcomes focus on the employability of participating youth. 

i. j-fae^ majority o£ youth who enwJ^led^ip 

vouth ^ fftreprene ttrship programs did not e^tte^ private 

sector jobs-once^tfaeyi^eft the program . Only 60 percent 
of the participants completed their training. This 
shortfall had a neg'ative impact on job placement rates, 
since placement efforts were directed primarily at 
program eompleters. At termination only 33.7 percent of 
the youth participating in the initiative had unsubsi- 
dized jobs. 
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2. Although va ry few v oath^^ere placed o n jobs, 
.^ox ith^^plovment after part i cipation Jjj^ Youth Entreprey , 
i^T^TTT^ hTn pro qra ms"was chara eter ized more, as transient 
Vhan St ^Me. Only one participant moved into a manage- 
ment l e^FiT" job, and this was within a program enter- 
prise, i.e.. Synergy II Boutique. 

3. While all program sponsoring brqariigations 
demonstr.-.tid' ability to^^r ovide s o m e ^^H'i-^ training^ 
Th^-^im^t aie^ poor performaac^^ ^^job development 
^:^^-iEB-mx ^mnt . Training stafci kniw their subjects 
and their jobs and liked working with youth. Responser 
from trainees whilr enrolled were pbs-Live towards both 
the training content and staff, ^nd most K'ere perttcu- 
larly disposed toward the on-the-job trainir.g r'-t'.ponent . 
Poor perf^rst^ance in terms of job development and P-lscj- 
ment was fully apparent in low placement rates ana the 
types '^of jobs obtained by participants 

Enterprise outcomes 

5erned primarily with the ability of the enterprises to re- 
concile emplovonent and training programming with business 
development . 

1. T raiainq and^^nt^rfir i se devolb i/me nt could bc !^^be 
■^,r^n^j__^.q pqu al , compatWe^ qp . eo.flicts fc'^cween 
ent""tprTse~"ebic stives and v.aini,ng objective, were 
always share. ' Th'- ehteprises' experience demonstrates 
conclus-veiy that the two sets of objectives cannot 
co-exist without one beino subordinate to the other * 
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This was fully^ apparent in the case of Sunsol, wheria the 
evidence indicates that either goal alone cjjuld have 
been more cost-effectively pursued in the absence of the 
others Conflicts^ tensions and interference between the 
two goals are also revealed in the documentation of the 
experience of the other projects, 

2. Youth entrep reneur- s hip pr ogramming ^fabald not 
be pursued in the context of smal^ l busine ss — st^rt^uips . 
Much of the bbs"^tVed conflict and/or i neompa t i b i 1 i ty 
between training and enterprise goals pertains to the 
circumstahces of small business st^rt-ups. Indeed, given 
that all four programs in the ini ^iative involved the 
start-up of new enterprises, the evidence cannot be ex- 
trapolated beyond this domain to suggest that training 
vs* enterprise conflicts pertain generally in already 
established ahd/br larger businesses. What can be 
concluded from the initiative is that the conflicts 
appear to be particularly. acute and inimical to business 
survival in the case of start-ups laden with major 
training respbnsibiii t ies i The ^thjie case of Synergy^ 
motreover, is at least in:<?icative that prospects for 
business survival (and so le continuation of training 
actwilies at a lower level) are enhanced if the 
enterprise is hot started "from scratch." 

3 ^ fb/^- projechs demonstrated little skill in 
establishing j^^w-^ervter prise s . ftll projects, to varying 
degrees, suffered from business related problems from 
planning to start-up_and throughout the i r pe r iod of 
operc\tioni these problems, while not unique among small 
business, were characteristic of the factors wh>ch con- 
tribute to their high failure rates^ The ifpor.soring 
agencies^ primar^j^ -misr-ions were not oriented t6wa':d 
business, but rather tov^'ard training and scci^l service. 
Thus it is not suirprising that the b' _ herxS skills 
necessary tb_ plan, start, and operate a small business 
were generally .^r:t present. 

4 . All jv^jev^ts took a ku fcA^ atLiAL ^amou nt ^f _t hei r 
sub^cran^rac ^t^-p erlocr^o become Ba^inst^A and work but 
prob lems , ""fill*' o£: the proj*^cts suffered f rom a variety 
of start-up and oj-gani ;^^ational difficulties which caused 
lasting problers . The difficulties uhich were encoun- 
tered had nega^.ive ef fee'' i oil enterprise operations, 
effects magnifiac^ by relat^^ely short project lifeti^nes. 
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5 . Without substgntlal^^u b s i d ies n one of the 
ente Tux^.ses-^aei j& in a position to b e sel^sustatairiq at 
the con clusion o£ _ p 7p? funding . All of tha enterprises 
except Synergy had sustained substantiai losses when 
their P/PV grant ended. In order to continue in 
operation they would have required a further injection 
of capital, '/.'nils the Restaurant School had no interest 
in continuing the Beginner's Luck operation, both Sunsol 
and Synergy made efforts to remain in business. In both 
cases, this required a drastic staff reauction. eontm- 
uation of the training role at the project's subcontract 
levels (while in the P/PV ini^iati'/--^ ; would have 
r«j:quired the continuation of substantial subsidies. 



tTlONS AND IMPROVEWENTS^ TO THT MODEL 



The findings described above suggest that the youth 
entrepreneurship model, where new fledgling_ small b-ismesses 
are saddiea wi-^h re5F<>nsibilities ^^?J^^|"^!^f5 
workers, waf> not successful at meeting either of its ^equall? 
emphasized cbjectives. Thijse businesses, on the whole, ^ did 
not approach profitability s^nd were not: jery successful at 
improving the employment prospects oL the trainees. This 
does net mean, however that the basic cept--providing 
trainin^^ to disadvantaied youtn wj^thin the seating of a 
smal^ busing ...cannot work. whan operationali^ing the 
notion of : disadvantageo. youth in small business, 

three recof :is eased on che findings in this report 

are offereG 

o Enterprises should not be recjuired to carry any more 
trainees than normal staffing levels 't-arrait.2/ 



• Linkages with local training and economic developmeht 
should be fQcged at the program design stage to 
ensure that (1) businesses wliich are Selected retiect 
the strong or growth industries in the ci;?nimunity and, 
12) businesses which are selected anticipate entry 
level employiRant oppo'-i'ini ties to continue in coming 
years*-' 

• Youth entrepreneurship projects should iiOso be li^^^ed 
to neighborhood, coinmuni ty-taased organi2atipns and/or 
privats sectoi businesses which can establish neces- 
sary "support systems- to provide t.^<:hn.;cal mvi man- 
agelent "^"^ if^si stance. 

Tn order for training to work in a cons-£tcmt with 

enterprise survival and developpjert , however^ youth ent^e- 
preneurship program designs clearly must undergo signif igant 
Sllilication^before there is any further attempt at repli- 
cation; 
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l/Fisbllc/?rivate Ventures, "Private Sector Initiative 
DeiloHsttation Project, Yotsth Entrepreneurship: A Concept 
Pa^^tjr,^ Philadelphia, 1978 (mimeograph) . 

2/ What is ^hbrinal" should be judged By reference to the 
level of any subsidy provided and tiie percentage of entry 
Jevei employees found in comparable i'rms. 
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FINSNCIAL NARRATIVE 
OPEN RDAD/NEW ENTERPRISES BOSINESSES- 

; This narrative, which is taJcen from P/PV s " Third - i:^te^ 
rittt Research Report, " (DQ£*s Office of Youth Prbgrains) des-- 
cribes the financial status of the eight enterprises _in the 
Open Road/New Enterprises P^ject at the cohclusion of their 
participation in the P/PV demonstration. Table A- 1 shows 
the methods used to_ capitalize each auto repair shop; Fig-- 
ures A-1 to A-10 illustrate the profitability of the enter-- 
prises. 

# Auto Mech internatibjial • 

Auto Mech Ihterriatidnal, located in Van Nuys, 
ealifornia began bperatibh in_June, 197^. _brig- 
ir^Bily capitalized at $20,000, this investment 
^;:ew to $48,000 in contributed equity by Septem- 
b^rt 30, i979i Unprofitable sizlce inception, Au- 
tt^ Mech was plagued by continuing and increasing 
';;;^er£.ting losses throug^i September 30/ 1979 

f last financial information available) • Al- 

•lough well capitalized (e.g. no debt burden^j^ 
tutb Mech quickly ran through its cash in order 
to fund the operating mosses it was sustaining- 
auto Mech subsequently went^ into a^ hold posit ion 
as the New Enterprises Program, Inc. , sought to 
divest i'tself and bring in new ownership in 
hopes of; reversing the loss situation. Auto 
Mech International _clbsed__in February, 198^ / 
with a total loss of $14,000. $5,000 in debts 
and various lease costs were still butsranding. 

9 C h R Garage r ' . 

C 5 _R began operation in S«^ptember , 1 379 in 
Hartfbrd, Connecticut under the auspices of the 
Citizen's Pblicy Center and with major funding 
prbvidea by the Aetna Life Insurance and _Cas- 
. ualty Company and the Jiartford Insurance Group 
($45,000)i. Of that sum^ $27,000 represents ah 
ecjiiity investment in C ^ R by the Citizen's 
Policy C^ihter fbllpwing a transitional ownership 
period during which the New Enterprises Program, 
inc., ' ne&btiated the phased purchase _df the 
^ . company from^its previous owners. C_ & R began 
operation! under NEP with substantial cash but 
was incurring a modest loss. During .the month 
bf rctdb^r C & R began making financial pro- 
gress. However^ this could _not be sustained and 
by the erid bf the year C S R was operating at a 
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$iC^e0G loss. in April, 1980 the Uew_ Enter- 
gy l^es Program r Inc. , decided to terminate its 
relationship^ arid return the .firm__tu the original 
owners^ forfeiting apprbxirhately S2Or^0{? ^in 
cashr leasehold impravements and ea^Ul-ifion t . .C .& 
R also v?as approxiinateiy $12;3BE in debc.ihclud- 
ing $7,3C0 owed to the internal Revenue Service. 

o Central City fiutb 

Central Gity Auto began operation in l?tte 1979 
and was severely undercapitalized at $22,222* 
Financial information r when available is quite 
sketchy/ however ^ as in the case of the previ- 
ously described firms/ it is characterized by an 
initial loss period which continued until the 
business was closed at the end of the calendar 
vear --wi th _ an accumulated loss of close to 
$18jlC_B6. Central City ^uto closed vnth $5,PCe 
in „debt* 

0 Crescenta Valley Rotor Works 

Crescenta Valley Motor Works, locr^.ed in 
Montrose r __Cali£ornia began operat ibn_ ^ n the 
first quarter of 1978. there is little finan- 
cial inforiration available dh the company up to 
August of 1979 ^heri Crescenta closed . Available 
information^ hbweverr reflects relatively strong 
capital contribrtions ($ 50 r GEB ) wh ich . a re offset 
by immediate ant: recurring bperating losses. Ey 
August l?79,_v-iescenta had an accumulated defi- 
cit of $30;0G0 which technically made it insol- 
vent withbut an infusion of funds. At closure 
$4^(300 was due tb cr '^r tors. 

«j E^t Bay Automotive 

East Bay Automotive, located in Berkeley, Cali- 
fornia was organized in l-.- te 1979. It was cap- 
Hal i zed at apprbx imatoly S40,£300. Again, al- 
though the financial information is fragmentary, 
we can see that chronic operating losses re- 
sulted In a severely reduced equity base . The 
ult'. jclusion was for j!ew Enterpr ises 

rbc,.^ > . a.ttempt tc divest jtself of 

the in ea'r ly 1 9 80 . A ccnditiona! 

agree. ;5-'t V. ■ sr>le w'?s signed in Hay 1S80 for 
'^3,2i?e ca^h and $t2,&Qe in back taxes and lia- 
bilities, i 
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• En>b?tr^ajiB±6 Garage 

Embarcadero Garage was f6rined_ in July^. 1979 in 
San Francisco, ealifornia, although it eixper- 
ienced no sales until December . The business 
was severely undercapi tal i zed at $25 ,00 0 . f n 
accumulated operating deficit of approximately 
$10,000 did not prevent the manager from en- 
tering into a purchase agreement with New En- 
terprises Program, inc. The manager agreed to 
purchase Embarcadero for $17, 000- The business 
had rid debts. 

it is possible that_ EmbarcSdero wi 11 not suffer 
the same pattern of losses as the other shops. 
It is typical in the start-up phase to suffer 
operating losses and, in the case of Embarcadero 
there is some hope that this patterri may be re- 
versed should it continue operation. 

o Precision Motor Works 

Precision Motor Works ^ brie of the original New 
Enterpr ises Program , Inc . ^ businesses began 
operation in November , 1977 in Veritura, Cali- 
forriia. The second venture of NEPr it reached 
break-even within orie mdrith of operation . How- 
ever, relatively high labor costs depressed the 
profitability of' the compariy arid ultimately, 
coupled with lack luster sales drove, it into 
loss position. Sufficiently capital i zed at 
$44,000 Precision Motor Works was able to absorb 
the losses better than the other enterprises. 
Preci^ibri> clear__of all debts, was sold to the 
manager for $5, 000 . 

o Santa Haxbara Motor Works ■ 

Sarita Barbara Motor Works , located in Sarita 
^ Barbara is the first of the New Enterprises 

Programs, Inc. ^ businesses. Opened in November, 
1977 we only have balance sheet irif ormat ion f or 
the period beginning June, 1978. Begun_ with a 
well thought out marke^^^ plan, Sarita Barbara, 
however , never reached consistent profitability. 
Original capital ization was . $40,000 although 
$60,000 was_ stated as desirable for Santa Bar- 
bara Motor Works. 
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CAPITAL STRHETHRE OF OPEN ROAB./NEW ENTERPRllll 




Enterprise 



Total 
Capitalizatidn 



CPC/NEP 



*** 



Owners 



Santa Barbara Hbtbr Works 


:. 4didd() 


35^000 


mm BOO 




Precision Motor Works* 


44,000 


22,000 : 


100 22,000 , 




Procf'orifa Vail PS Mntnr Works** 


50,080 


20,000 


000 




ftQto Mech International 


48, Odd 


30,000 


nm 006 




1 

East Bay Automotive 


40 1 000 


40,000 


M- wSlol If -owned by 

m, Inc. 


CPC/ 


C & R Garage 


27,000 


27,000 


M iilif'*0¥Bed by 
If, licp 


CPC/ 


Central City Auto 


20,000 


20,000 


000 liiolly-dvilii by 


CPC 


Eibaracadero 


25,000 


25,000 


: 000 fiEoliy-owns^ by 


CPC 



SOF?r^: P/PV, "Youth Entrepreneur ship; Third Interim Report." Report to U.S. Deifartm^t 
of taboFT^fice of Youth Programs, Washington, D.C., Winter, 1980. 

*/ PMW was a joint venture with thg enterprise manager as a co-owner. 

**/ eVMW was closed on 5/30/79, CPC transferred its capital contribution to Central City 
Auto ; partners lost their investment. 



*** , 



7CPC is. used here in place ot citizen's Policy Center, Inc. and NEP is used m 
of NeOnterprises Program. 
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FIGURE A- 7 
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COST CftLCULftTIONS MD ftEfceeftfiefli ENTERPRISE 
AND COST EFFECTIVE MMBIS 



The estimates used in the enterprise development (Chapter IV) and cost effectiveness 
analysis (Chapter V) were Calculated according to allocation methods presented below. 
Although only the Sunsol enterprise computations are shown here, similar methods were used 
in cost discussions on Synergy and Beginner's tuck; 



I. 

Overall Allocation 



The distribution of Sunsdl's P/PV subcontract funds were based on the report amounts 
from Sunsol 's final invoice to P/PV: 

Percentage of Percentage Attributed 

Cost Category Cost • Cost Category to S al ar i es s Fringes 

Administrative $ 31,828 12.9% 26.21 

Enterprise Operations 140,876 57.1 43.9 
Participant 37,651 15.3 

Training 36 ,335 _29J^ 



$246,690 100.01 • 

Allocation of Receipts frm^aies 

Total amount received from the sale (of solar products or services) were distributed 
across cost categories; 
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Sales ($) Allocated Sales ($) Allocated' to 

Cost Category Saieil to Salaries i Fringes Noh Salaries S Fringes 

ftdmihistrative $J,808 $4,808 — 

Enterprise Gperations 71,758 8,055 63,703 

. Participant' — ~— — — — — — — 

Training 5,486 5,486 

" • Total $82,052 $18,349 $63,703 

t 

Administrative (M]'usfjnents_aDiJstiinates ) 
Teiephone.(20%) t Travel ($460) 

Contract Hanagepnt ( invoice ) 31,828 

Youth Training Center (YTC) 2,365* 

Screening ( from final contract @$ 80 per trainee) . ■; 4,720 

ETS participation (@$10 per trainee) . .590 

Allocation of Sales $ to Salaries & Fringes ^>808 

Total Administrative Cost (for P/py Demonstration) $45,311 



Enterprise-Operations (Ad3Qstment5_^d Estimates ) 

(-) Telephone (201) + Travel ($4,60()) , ' $.-1/000 

+ Invoice Total 140,876 

+ cost of Goods Sold/Direct Labor ' • 17,188 

+ Allocation of Sales $ to Non-Salaries S Fringes 63,703 

(-) Screening (from final contract) . -I Mil 

+ Allocation of Sales to Salaries S Fringes 8,055 

+ 49.31 of "Chiefs" (advanced participants), salaries 6^000 

Total Enterprise Costs $232,894 
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Participant (Adjustments and Estimates ) 

^«arterly Report Total $156; 635 

(-) Cost of Goods Sold/Bireet Labor . . -IhM 

{-) "Chiefs" (advance 'participants) salaries -12/177 

Total Participant Costs $127,358; 

Invoice (instructor salaries) , * $ 36|335 

. 50.7% of "Chiefs" salaries \ f 6> 1 77 

\ 

\ 

Total Training Costs \ $ 42,512 

I, . " « 

With the calculations above, we can allocate costs as follows : ^ 

Total Demonstration Total Project , 

Cost Category $ % $ i -^ 

ftdniinistration $ 45,311 10;1 — — 

Enterprise Operating Costs 232,894 52,0 $232,894 57.8 

Participant Costs 127,358 28,4 127,358 31.6 

Training costs 42,512 9.5 U^l JM 

Total $448,075 100.0 $402,674 100.0 
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II; Cost ^E:£f ectivene ss^ 

Marginal "Direct Opportunity Costs of Enterprise Vis a Vis Training Functions 



Birect Costs : 

Business management $ 64,965 

Extra (incentive) wages 58^531 

Added Of f ice , _ space , travel comittunications 
expenses (including truck) 

travel (all^ p' final contract) : 11,356 

telephone ^$7S mo + $47.78 installation charges) 1,600 

office supplies ih of contract amount) 3^852 

Other Costs : 

Consultants & Professional Services (legal 

accounting, screening) $ 5,703 

Publications 701 

license 1>966 

— - Conferences, exhibits, etc. * 800 

Total Cost $149>474 

Sales (deductions) 82,052 

Marginal "Direct" Opportunity Cost of Enterprise $ 67,432 
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Marginal Opportunity Costs of Training Functions Vis a Vis Enterprise 
Training Costs 

Participant Costs over & above Cost of Goods Sold/Direct Labor 
Excess Gverhesad Costs 
Estimated ftdmihistrative Costs 



Marginal Opportunity Cost of Training 




SUNSOt: SfilES ENTERPRISiS OPERATING EXPENSEg^fiElOC) AND GROSS MSRGIN 
{March, 1980 to April, 1981) 



Month 


Sales 


Edc 


COGS 


' Gross* 
- -Har|iiv — 


EOC pias 
GS5S 


sates/ . GM/_ .e06S/_. 
— £ge(l)*< Sales! — Sales (i) 


March 




3,715 


D 


D 


■' 3,715 


0 






April 


650 


• 6,405: 


389 


301 


6,794 


10.8 


H 


56 


Hay 


2,213 


5)589 


1,701 


512 


7,290 


39.6 


23 


77 


June 


2,093 


: 7,528 


1,573 


520 


9,101 


27;8 


25 


75 


Jaly 


2,270 


16i65D 


1,587 


683 


18,237 


13.6 


30 


n 


August 


9,109 


8,379 


6,545 


2,564 


14,924 


108;? 


28 


72 


Septeiiibef 


6,633 


26,801 


5,799 


843 


32)591 


24.8 


13 


87 


October 


8^854 


9,303 


6,354 


2,500 


15,657 


95.2 


28 


72 


tjbveihber 


4,761 . 


7,406 


2,825 


1,939 


10,231 


64.3 


■ 41 ■ 


59 


— December 


7,603 


8,225 


4,688 


2,515 


12,913 


92.4 


33 


62 


January 




8,324 


.626 


217 


8,950 


10. 1 


26 


^4 


February 


16)343 


2,958 


14,32J 


2,018 


17,283 ■ 


' 552.5 


12 


88 


March 


15,516 


9,729 


13,549 


2,067 


23,278 ■ 


16fl;5 


13 


87 


April 


6,54S 


19,864 


_3jOl8*** 


3,530 


3,012 


33.6 


Ji 


ii 


Total 


83,579 


140,876 


62,570 




133,976 




25« 


7SI ; 



mti The above listea abbreviated cola^in headin^is represent the following: COGS is Cost of Goods Sold; GM is' Grogs Margin; 
and EoTIs Enterprise Operating Costs. 

*/Tiie overall average for Sales/EOC («) is 59:01; . - " 

*^/The Cost of Goods Sold fpr.Aprili_19Bl_is ar. estiraated figure; ; 
***/ne overall average for total Gross .Margin f. total sales \%\ - 251. 

"^•/the byeraii average for Cost of Goods Sold 7 Sales (I) = 75t; 2 * q 

er|ci17 ' ' ; i 
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mi) BasetJ on P/PV .reconstructed data^ no sales were generated during March, 1980.* j gn 
Sales"iire not reported for the month of Harchj, 1980 and April, 1980, . -^CU 
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FIGURE B-2 

SUNSdL PROFIT (LOSS]; AS A I OF SALES 
(March, 1980 to April, 1981) 




TABLE B-2 



BEGINNER*S LUCK: SALES, GDST DP GOODS SOLD AND ENTERPRISE OPERATING EXPENSES 

(March, 1980 to liarclii 1981*) 



Hbhth 


Sales 


Gost of 

bOOQS bOIQ 


Operating 


Net 


Net Profit . 


March 


13,8SS 


7,020 


U 711 


-9^834 


-71* 


April 


18,482 


9,045 


7,876 


1,561 


81 


Hay 


15,017 


8,608 


9,860 


-3,451 


-23% 


June 


16,996 


5,292 


7,887 


-2,189 


-201 


July 


5,268 


4,329 


5,563 


-4,625 


=88% 


August 


' 4,303 


3,702 


3,747 


-3,146 


-73% 


January 






12-514 


-8,741 


-102% 


February 


10,797 


6,099 


16,966 


-12,262 


-114% 


March 


15,558 


7,473 


18,556 


-10,471 


-67% 


TOTAL 


102,889 


56/370 


99,676 


=53,157 


-51.7% 



\ 



V v^-^, - - _ - - - - _ - - - - - _ - _ 

,*/Beginner"s Luclf was not in^ operation from September^ 1980 to December^ 1980. 
*^/Average net profit as a percent of sales is 61.1%, ; 
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FIGURE B-3 



BEGliER'S LUCK: SALES, COST OF GOODS SOLD AND ENTERPRISE OPERATING EXPENSES 

(March, 1980 to March, 1981) 
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NOTES: Beginner's Luck did not commence business until March 7, 1980. Beginner's 
Luck was not in operation for period of 9/1/80 - 12/31/80. i 

d . _ , Graph includes salaries and wages as ah operating expense component for January', 
EKLC February and March, 1981. Sales figures are rounded to the nearest dollar. j 



TABiiE B-3 

SYNERGY II L ENTERPRISE OPERATING EXPENSES* 
(June, 1980 to May, 1981) 



Month 

June (5 weeks) 
/ July (3 weeks) 
August (5 weeks) 
September 

October - December** 

J ahuary 

February 

Marcn 

April 

May 



Enterprise Operating 
Expenses 



$2,890 


(est.) 


i,532 


(est.) 


2,932 


(est.) 


2,856 




6,886 




2,700 




2,253 




2,263 




3,252 




n/a 





*/Eriterprise Operating Expenses reported after the sub- 
contiract period are .as .follows: June, $5,079; July, $5,^56-; 
and August, $5/418. 

**/"Enterprise Operating Expenses" dO— not include the oast 
of goods sold. Operating expenses include such items as utility 
costs, labor costs, rent, telephone and transportation. Total 
expenses, including costs of goods sold, were only reported on a 
quarterly basis as shown in fable IV-5. 
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TABLE B-4 





TOTAIi PARTICIPANT 
(April, 1980 to 


PROGRAM HOURS 
June, 1981) 






Month 


Beginner's Luck 
(n=3oj 


Synergy 
/"n— ^7v 


Suhsbl 


April 


263 




— . — 


May 


666 





1,9§6 


June 


3,303 


18 


2,218 


July 


3,989 


407 


3,730 


August 




95S 


3,773 


September 


10,893 


1,697 


6,218 


bctdber 





2,673 


7,341 


November 




3,818 


8,136 


December 




3,866 


8,949 


January 




6,569 


12,655 


February 


11,133 


8,734 


12,679 • 


March 






15,338 


April 


1 


10,848 


25,239 


May 


22,867 


18^599 




June 


23,617 






TOTAL 


76,731 


58,185 


108,272 


NOTE: 
terminated 


Program hours were reported only on participants 
during the months 
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TABLE B-5 



PR0GRAM WAGES 

(April, 1986 to June, 1981) 



MONTH 


BEGINNER'S LUCK 


SYNjIIRGY 
til— jy J 


SUNSOL 


April 


$ 610.90 


- 


- 


Hay 


1,547.31 




$ 5,548.75 


June 


2,883.63 


$ 55.80 


6,209.65 


July 


5,009.62 


1,260.69 


• 9,578.29 


August 




2^962.64 


9,711.59 


September 


26,349.76 


5,263.62 


17,294.15 


Ootcsbpr 




8,286.89 


20,837.39 


November 




11,804.62 


23,835.89 


December 




11,953.42 


26,675.56 


January 




20,348.71 


40,816.08 


February 


26,950.54 


27,284.43 


40,900.08 


March 






50,777.96 


April 




34,709.73 


90,339.81 


May 


57,314.43 


60,421.44 




June 


59,301.44 






Total 


$ 179,967.63 


$ 184,351.99 


$ 342,525;23 



NOTE: Wages Were repbrted only on participants termihatea during the month. 
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TABLE B-6 



irise 



YOUTH ENTREPRENEURSHIP PARTICIPATION DATA, WEEKS 



' Cumulative __ 
Training Weeks 



Participant 
Enrollment 



Average Training Weeks* 
I pel' EnroUnient) 



(b]j weeks)^ 

Low** 



Beginner's Luck 

Synergy 

Sunsol 



693 
707 
691 



38 
37 
59 



n-.u 

19.11 
11,71 



44.42 
45.32 
44.29 



59.18 
60. 3B 

59:00 



Total 



2,091 



134 



Vfiverage Training Weeks = CDisaiative Training Weeks t Participant Enrollment. 

**/Low adiQsted particpant enrollment was computed using an overall average training weks, M weeks. ^ _ ^ 
(Overill average training weeks = total curaatative training week 7 total participant enrollment,! tow adjusted ?arEicpant 
enrollment = cumulative training weeks 7 overall average training weeks. 

^VHigh adjusted particpant enrollment was Miiiputed Dsing the Sanson s^ average training weeks, lUi weeks. High adjusted 
parficipsnt enrollment = cumulative training weeks 7 Sunsol' s average training weeks. 
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TABLE B-7 

YOUTH ENTREPRENELiRSKIP PARTICIPANT DATS, HOURS 



Enterprise 


_ Cumulative 
Training Hours 


Participant 
Enrollment 


Average Training Hours* 
(per Enrollment) 


AajDsted participant" 
(hours) ratio 


Erirollnient (by hoars) 


Beginner's Luck 


23,617 


38 


621.5 


1.234 


46.89 


Synergy 


18,599 


37 


502.7 


0.999 


36.96*' 


Sunsol 


25,239 


59 


427.8 


0.849 


50.09 - 


Total 


67,455 


134 ^ 









♦/Average Training Hours = Cumulative Training Hours 7 Participant Enrollment. 

f/Adjusted Participant ratio = Average Training Hours (for. each. enterprise) .7. Overall Average Training Hpurs. 
(Overall average training hours = cumulative training hours 7 total participant enrollment.) 

»**/A(i3usted Participant ErirdlliSent * Participant Enrollment X Adjusted Participant ratio. 



132 



TABLE - B-8 



WAGE SUBSIDY* S TRAINING COSTS 
PER (ADJUSTEbj PARTICIPANT** 



Enterprise 



. Wage 



Sunsdl $ 2,547 

Beginner's Luck N/A 



Synergy' 



$ 1,590 



Training 



** * 



$ 850 
N/A 
$1,291 



/ 



/ 



Total 



$3,397 
$3,856 
$2,881 



*/The wages figure employed is not total wages or "Youth 
expenses" but "participant costs" as estxraated for Table 111-2- 

*J*/Pa^ticiparit counts have been adjusted to reflect the 
diffiPing" number of hours spent by particpants in each program. 

***/Training c6sts are taken from Table IIi-1. -Wage _and^__ 
traTnlng costs" together, are the equivalent of '•participant 
and "training" costs as estimated for Table IV-i. 

i/Based on cumulative figures through 12/30/80. 



